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Enforcement 
34-10840 Travis and Company, Inc., et al. 
Public administrative proceedings 
ordered against Travis and Co., 
Inc., et al. alleging fraud in con- 
nection with transactions in vari- 
ous securities, including stock of 
Gold Bar Resources, by charging 
customers unreasonable mark-ups. 
LR-6381 SEC v. Standard Dredging Corpor- 
ation 
Actions seek to compel filing of 
reports with the Commission 
and Exchanges. 
LR-6382 SEC v. Gem-State Silver-Gold, Inc., 
et al. 
On May 28, 1974 a complaint was 
filed in Idaho seeking an injunc- 
tion against Gem-State Silver- 
Gold, Inc. and others. It alleges 
that Gem-State was stock trans- 
fer agent for the nine corporate 
defendants which are all non- 
productive mining companies 
whose shares until recently have 
been regularly quoted and 
traded. 
U.S. v. Kenneth R. Lavin 
Lavin given two year sentence in 
Lake Havasu Estate case. 


Notice of Proposed Rule 240 Under 
the Securities Act of 1933—“Ex- 
emption of Certain Limited Offers 
and Sales by Closely Held Issuers’’; 





Notice of Proposed Form 240; And 

Notice of Proposed Amendments 

to Rule 144 Under Such Act. 
Proposal to provide registration 
exemption in certain small offer- 
ings. 

Notice of Proposal to Adopt Rule 

3a12-5 Under Exchange Act 
Proposed rule would exempt cer- 
tain investment contract securi- 
ties involving direct ownership 
of specified residential property 
offered by broker-dealers from 
Sections 7 and 11(d)(1) under 
certain conditions. 














SECURITIES ACT 





SECURITIES ACT OF 1933 
Release No. 5499/June 3, 1974 


NOTICE OF PROPOSED RULE 240 UNDER THE 
SECURITIES ACT OF 1933—“EXEMPTION OF CER- 
TAIN LIMITED OFFERS AND SALES BY CLOSELY 
HELD ISSUERS”; NOTICE OF PROPOSED FORM 240; 
AND NOTICE OF PROPOSED AMENDMENT TO 
RULE 144 UNDER SUCH ACT (FILE NO. S7-525). 


The Securities and Exchange Commission today published 
for comment a proposed Rule 240 and related Form 240 
under the Securities Act of 1933 (“Act”), “Exemption of 
Certain Limited Offers and Sales by Closely Held Issuers,”’ 
which would provide under Section 3(b) of the Act an ex- 
emption from registration for limited offers and sales of 
small dollar amounts of securities to a limited number of 
purchasers by an issuer that after the transaction pursuant 
to the rule would continue to have a small number of ben- 
eficial owners of its securities. The purpose of the pro- 
posed rule is to provide an exemption from the registration, 
but not the anti-fraud, provisions of the Act for offers and 
sales that take place in raising of capital by small businesses 
where, because of the size of the offering and the limited 
number of persons involved, the public benefits of regis- 
tration are too remote. The proposed rule is available for 
issuers only; it is not available for resales. In connection 
with the proposal to adopt Rule 240 and Form 240, the 
Commission is proposing an amendment to Rule 144 under 
the Act which would specify that securities sold pursuant 
to Rule 240 would be deemed to be “restricted securities” 
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for the purpose of Rule 144 and could, therefore, be resold 
pursuant to its provisions. 


PROPOSED RULE 240 AND FORM 240 


This release contains a general discussion of the background, 
purpose and general effect of the proposed rule to assist in 

a better understanding of its provisions. A brief synopsis of 
each paragraph of the proposed rule is also included. How- 
ever, attention is directed to the proposed rule itself for a 
more complete understanding. 


BACKGROUND AND PURPOSE 


Congress, in enacting the federal securities laws, created a 
continuous disclosure system designed to protect investors 
and to assure the maintenance of fair and honest securities 
markets. The Commission, in administering and implement- 
ing these laws, has sought to coordinate and integrate this 
disclosure system with the exemptive provisions provided 
by such laws. Proposed Rule 240 is a further effort in this 
direction. 


The legislative history of the Securities Act of 1933 indi- 
cates that the main concern of Congress was to provide full 
and fair disclosure in connection with the offer and sale of 
securities. However, Congress recognized that there were 
certain situations in which theprotections afforded by the 
registration provisions of the Act were not necessary. Con- 
cerning those specified exemptions from the Act, the House 
Report stated that “The Act carefully exempts from its ap- 
plication certain types of . . securities transactions where 
there is no practical need for its application or where the 
public benefits are too remote.” 1/ 


Section 3(b) of the Act provides that the Commission may 
by rules, and subject to such terms and conditions as it may 
prescribe, “add any class of securities to the securities ex- 
empted as provided in this section [Section 3 of the Act] , 
if it finds that the enforcement of this title with respect to 
such securities is not necessary in the public interest and for 
the protection of investors by reason of the small amount 
involved or the limited character of the public offering.” 
The Commission believes that offers and sales to a limited 
number of persons of limited dollar amounts of securities 
by an issuer that has few beneficial owners of its securities 
both before and after the offers and sales pursuant to the 
rule are of such limited character and of such small amount 
that enforcement of the registration provisions of the Act 
with respect to such transactions may not be necessary in 
the public interest or for the protection of investors. Not- 
withstanding the proposed exemption from registration, 
however, the anti-fraud provisions of the federal securities 
laws, and the state securities laws, continue to apply to 
such transactions. 


The Commission recognizes that situations exist that repre- 
sent in many cases a legitimate method of raising capital 

for small businesses where in view of the size and limited 
nature of the transaction the federal interest in registration 
may be remote, particularly in light of the applicability of 
most state securities laws to such transactions. The states 
are often in a better position to deal with such transactions. 
In such cases, the full registration process is uneconomical 
and unnecessary, and the exemptions from registration 
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offered by Sections 3(a)(11) and 4(2) of the Act may not 
be available because of the nature of the issuer or the nature 
of the investors. The proposed rule would not be available 
for offers and sales of interests in limited partnerships, how- 
ever, because the Commission is presently unaware of any 
need for such an exemption with regard to limited partner- 
ships and it believes that the potential for abuse in such 
cases may be great. 


GENERAL DESCRIPTION 


In brief, the proposed rule provides that offers and sales of 
securities of the issuer by an issuer are exempt from regis- 
tration if all the conditions of the rule are met. These con- 
ditions relate to the manner of offering, limitations on pay- 
ment for solicitation of buyers, the aggregate sales price of 
all securities of the issuer within a consecutive twelve month 
period, the number of purchasers and beneficial owners,, 
limitations on resales of the securities, and a notice of sales. 


The conditions are intended to assure that the offering is 
indeed one in which the dollar amount involved is small, 
and in which the persons affected are limited in number. 
The Commission is also considering the desirability of add- 
ing a condition restricting the availability of the proposed 
rule to securities with a minimum offering price, such as $1 
or $5, in order to avoid the possibility of widespread dis- 
tributions of “penny stock” sold pursuant to the rule. Com- 
ment is specifically invited on this point. 


The proposed rule would only be available to issuers of se- 
curities and would not be available to affiliates of the issuer 










or other persons for sales of the issuer’s securities. The pro- 
posed rule provides an exemption for the issuer transaction 
only, not for the securities themselves. Persons who would 
acquire securities from issuers in transactions complying 
with the rule would acquire securities that would be un- 
registered and that could only be reofféred and resold if 
registered or pursuant to an exemption from the registration 
provisions of the Act. In this connection, the proposed 
amendment to Rule 144 would make Rule 144 explicitly | 
available for resales of securities acquired pursuant to Rule | 
240, assuming all the conditions of Rule 144 were met. 


SYNOPSIS OF THE PROVISIONS OF RULE 240 
Preliminary Notes 


The Preliminary Notes to the proposed rule are intended to 
call to the attention of persons using the rule certain re- 
straints outside the rule. The first preliminary note reminds 
issuers that proposed Rule 240 would provide an exemption 
from registration only, and not from the anti-fraud or other 
provisions of the federal securities laws. The second note re 
minds issuers that state law also applies to transactions un- 
der the proposed rule and that the proposed rule does not 
relieve the issuer from compliance with such law. The third 
note makes clear that the proposed rule would be available 
to issuers only and is a transactional exemption, and the 
fourth restates the Commission's position, as with respect 
to Rules 144, 146 and 147, that the proposed rule would 
not be available to any issuer with respect to any transac- 
tions which, although in technical compliance with the rule, 
were part of a plan or scheme to evade the registration pro 
visions of the Act. In such cases, registration pursuant to 
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the Act would be required. 
Proposed Rule 240(a): Definitions 
Securities of the Issuer: Proposed Rule 240(a)(1) 


The term “securities of the issuer” is defined for purposes 
of the proposed rule to mean all securities of the issuer, its 
predecessors and its affiliates. Thus, securities of all classes 
of the issuer would be considered in applying the conditions 
of the rule, as well as securities of affiliated or predecessor 
corporations or other entities. 


Affiliate: Proposed Rule 240(a)(2) 


The term “affiliate” of or “‘affiliated’”’ with a person is de- 
fined, as it is in Rules 144 and 146 under the Act, to be a 
person that directly or indirectly through one or more in- 
termediaries, controls, or is controlled by, or is under com- 
mon control with such person. 


Predecessor: Proposed Rule 240(a)(3) 


The term “predecessor” is defined in the same manner as in 
Rule 405 under the Act to include persons a major portion 
of whose business or assets has been acquired by another 
person. 


Proposed Rule 240(b): Use of the Rule 


Paragraph (b) provides that the rule is not available for the 
offer or sale of interests in limited partnerships, whether 
such offers or sales are made prior or subsequent to the for- 
mation of the partnership. 


Proposed Rule 240(c): Conditions to be Met 


This paragraph of the proposed rule provides that transac- 
tions by an issuer involving the offer or sale of its securities 
in accordance with all the terms and conditions of the rule 
would be exempt from registration under the Act pursuant 
to Section 3(b). The proposed rule thus applies to individ- 
ual transactions in securities, and not to “offerings.” 


Proposed Rule 240(d): Manner of Offering 


The proposed rule provides that the securities cannot be 
offered or sold by any means of general advertising or gen- 
eral solicitation. The intention of this provision is that the 
offers and sales generally be made through individual con- 
tact between persons who have some knowledge of each 
other, or some reason to know about each other, and not 
through newspapers, advertisements or other means of 
general advertising. Where such means are used, it is diffi- 
cult to justify an exemption on the basis of the “limited 
character” of the offering. 


Proposed Rule 240(e): Remuneration Paid for Solicitation 


Another condition of the proposed rule is that there be no 
commission or similar remuneration paid for solicitation of 
Prospective buyers or in connection with the selling of the 
securities. This provision is based on similar ones in many 
State securities statutes and is intended to assure that secur- 
ities are not offered or sold using high pressure tactics or 


otherwise through organized securities distribution media. 
The object of the proposed rule is to provide an exemption 
from registration for informal small business capital raising, 
not for organized and orchestrated sales efforts. 


Proposed Rule 240(f): Aggregate Sales Price 


In order to assure that only a limited quantity of securities 
is sold, the proposed rule provides as a condition that the 
aggregate sales price of all securities of the issuer sold by 
the issuer, its predecessors, or any affiliated issuers in reli- 
ance on the rule or otherwise without registration under 
the Act, during any consecutive twelve month period cannot 
exceed $100,000. This means that any sales pursuant to 
Section 3 or 4 of the Act during the twelve month period 
would be included in computing the dollar maximum. The 
proposed rule does specifically exclude from the computa- 
tion of the dollar amount two types of securities: notes or 
similar evidences of indebtedness issued to a commercial 
bank, and securities issued to 100 percent owned subsidi- 
aries, or to a 100 percent parent of the issuer. 


Proposed Rule 240(g): Number of Purchasers 


The proposed rule contains a limitation on the number of 
persons who purchase securities (other than registered se- 
curities) from the issuer, its predecessors or any affiliated 
issuers in any twelve month period in order to assure the 
limited character of any offering. As proposed, the rule 
limits the number of such purchasers to 25 in any consecu- 
tive twelve month period. The proposed rule contains 
special provisions for computing the number of purchasers, 
but basically, the computation is made in terms of the num- 
ber of beneficial owners except in certain instances involv- 
ing family relationships and where the purchaser is a cor- 
poration or trust (unless the entity was formed for the 
specific purpose of buying the securities). In addition, com- 
mercial banks that purchase or hold only notes or similar 
evidences of indebtedness of the issuer would be excluded, 
as would 100 percent owned subsidiaries or a 100 percent 
parent of the issuer. 


Proposed Rule 240(h): Number of Beneficial Owners 


The proposed rule provides that immediately before and 
after any sale pursuant to the rule, there can be no more 
than 50 beneficial owners of the securities of the issuer. 
The number of beneficial owners is computed in the same 
manner as set forth in paragraph (g) for the number of pur- 
chasers. The purpose of this condition is to make the rule 
available only to issuers with a limited number of benefi- 
cial owners where the public interest in registration appears 
to be remote. 


Proposed Rule 240(i): Limitations on Resale 


The condition relating to resale in the proposed rule makes 
clear that the securities acquired pursuant to the rule are 
unregistered securities and that they can be resold only with 
registration under the Act or pursuant to an exemption 
therefrom. The proposed rule requires that the issuer legend 
the securities. Actions such as stop transfer instructions and 
investment letters would, of course, also be in the best inter- 
est of issuers to protect them from the consequences of a 
deferred distribution. The proposed rule also requires that 


SEC DOCKET/378 









the issuer inform each purchaser of the restrictions on re- 
sale. 2/ 


In connection with such restrictions, the Commission is pro- 
posing to amend Rule 144 to provide that Rule 144 would 
be available for resales of securities acquired pursuant to 
Rule 240, since such securities would not be “restricted” 
securities within the existing definition of that term in Rule 
144. 


Proposed Rule 240(j): Notice of Sales 


The rule as proposed requires that an issuer proposing to 
sell securities pursuant to the rule file a notice on Form 240 
with the appropriate Regional Office of the Commission at 
least 10 days before its first sale pursuant to the rule. 


PROPOSED FORM 240 


The proposed Form 240 is in effect a notice to be filed with 
the appropriate Regional Office of the Commission before 
any sales are made pursuant to the rule. The Form is very 
brief and requires information about the ‘issuer’s name, ad- 
dress and telephone number, its officers, directors and prin- 
cipal stockholders and the proposed sales. 


OPERATION OF PROPOSED RULE 240 


If adopted, the rule would operate prospectively only since 
there is now no similar exemption under Section 3(b) and 
such an exemption would not exist until such time as the 
rule was actually adopted. The staff would issue interpre- 
tive letters to assist persons in complying with the rule. As 
to resales of securities, the staff would continue its present 
policy of not issuing no-action letters in Section 4(a) situa- 
tions, as set forth in the release accompanying the adoption 
of Rule 144 (Securities Act Release No. 5223, January 11, 
1972). 


In view of the objectives and policies underlying the Act, 
the proposed rule would not be available to any issuer with 
respect to any transaction which, although in technical com- 
pliance with the provisions of the rule, was part of a plan or 
scheme to evade the registration provisions of the Act. In 
such cases, registration would be required. 


Proposed Rule 240 would relate only to transactions ex- 
empted by the rule from registration pursuant to Section 
3(b) of the Act. It would not provide an exemption from 
the anti-fraud provisions of Section 12(2) of the Act or 
other provisions of the federal or state securities laws. 


The proposed rule would be available only to the issuer of 
the securities and not to affiliates or other persons wanting 
to resell or otherwise dispose of securities of the issuer. 
Such disposition would have to be made in compliance 
with the registration provisions of the Act unless an exemp- 
tion from such provisions was available. Also, the proposed 
rule would not relieve issuers of their obligations under rele- 
vant state laws. 


The Commission hereby proposes for comment proposed 
Rule 240 and proposed Form 240 pursuant to Sections 
3(b) and 19(a) of the Act, as amended, and a proposed 
amendment to Rule 144 under that Act pursuant to Sec- 
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tions 4(a) and 19(a) of the Act. All interested persons are 
invited to submit their views and comments on the fore- 
going proposals to George A. Fitzsimmons, Secretary, Se- 
curities and Exchange Commission, Washington, D.C. 
20549 on or before August 2, 1974. Such communications 
should refer to File No. S7-525. All such communications 
will be available for public inspection. The text of proposed 
Rule 240, proposed Form 240 and of the proposed amend- 
ment to Rule 144 is attached hereto. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ H.R. Rep. No. 85, 73rd Cong., 1st Sess. 5 (1933). 

2/ In this regard see Securities Act Release No. 5226 (Jan- 

uary 10, 1972) relating to the applicability of the anti-fraud 
provisions of the securities laws to disclosure of the restric- 

tions on resale of securities offered pursuant to Section 4(2) 
of the Act. That release would also be applicable to securi- 

ties sold in reliance on Rule 240. 


RULE 240 
Preliminary Notes 


1. Rule 240 relates to transactions exempted from Section 
5 of the Act by Section 3(b) of the Act. It does not pro- 
vide an exemption from the anti-fraud provisions of the 
federal securities laws or from the civil liability provisions 
of Section 12(2) of the Act or other provisions of the fed- 
eral securities laws. 


2. Nothing in this rule obviates the need for compliance 
with any applicable state law relating to the offer and sale 
of securities. 


3. This rule is available only to the issuer of the securities 
and is not available to affiliates or other persons for resales 
of the issuer’s securities. The rule provides an exemption 
only for the transactions.in which the securities are offered 
or sold by the issuer, not for the securities themselves. 


4. In view of the objectives of the rule and the purposes 
and policies underlying the Act, the rule is not available to 
any issuer with respect to any transactions which, although 
in technical compliance with the rule, are part of a plan or 
scheme to evade the registration provisions of the Act. In 
such cases registration pursuant to the Act is required. 


* * 


(a) Definitions. For the purposes of the rule only, the 
following definitions shall apply. 


(1) Securities of the Issuer. The term “‘securities of the is- 
suer” shall include all securities issued by the issuer and by 
any predecessor or affiliates of the issuer. 


(2) Affiliate. The term “affiliate” of or “affiliated” with 
a person means a person that directly or indirectly through 
one or more intermediaries, controls, or is controlled by, or 
is under common control with such person. 
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(3) Predecessor. The term “‘predecessor” means a person 
the major portion of the business and assets of which 
another person acquired in a single succession or in a series 
of related successions in each of which the acquiring person 
acquired the major portion of the business and assets of the 
acquired person. 


(b) Use of the Rule. The rule is not available for offers or 
sales of any interests in a limited partnership, whether such 
interests are offered or sold prior or subsequent to the 
formation of the partnership. 


(c) Conditions to be Met. Transactions by an issuer involv- 
ing the offer and sale of its securities in accordance with all 
the terms and conditions of this rule shall be exempt from 
registration under the Act pursuant to Section 3(b) of the 
Act. 


(d) Manner of Offering. The securities shall not be offered, 
offered for sale or sold by any means of general advertising 
or general solicitation. 


(e) Remuneration Paid for Solicitation. No commission or 
other remuneration shall be paid or given directly or indi- 
rectly for soliciting any prospective buyer or for selling any 
of the securities. 


(f) Aggregate Sales Price. The aggregate sales price of all 
securities of the issuer sold by the issuer, its predecessors, 

or any affiliated issuer in reliance upon this rule or other- 
wise without registration under the Act during any consecu- 
tive twelve month period shall not exceed $100,000. For 
purposes of computing the price of securities sold, the 
following shall be excluded: 


(1) Notes or similar evidences of indebtedness issued to a 
commercial bank; 


(2) Securities sold to any 100 percent owned subsidiary of 
the issuer or to any 100 percent parent of the issuer. 


(g) Number of Purchasers. There shall be no more than 
twenty-five persons who purchase from the issuer, its pre- 
decessors or any affiliated issuer securities of the issuer sold 
by the issuer, its predecessors or any affiliated issuer in reli- 
ance upon this rule or otherwise without registration under 
the Act during any consecutive twelve month period. For 
purposes of computing the number of persons, each person 
who is, immediately after the purchase, a beneficial owner 
of the securities shall count as one, except that: 


(1) the following shall be deemed to count as one with any 
person: 


(i) any relative or spouse of a person and any relative of 
such spouse, who has the same home as such person; and 


(ii) any trust or estate in which a person or any of the per- 
sons related to him as specified in subdivision (g)(1)(i) or 
(iii) collectively have 100 percent of the beneficial interest 
(excluding contingent interests); and 


(iii) any corporation or other organization of which a per- 
son or any of the persons related to him as specified in 
subdivision (g)(1)(i) or (ii) collectively are the beneficial 





owners of all of the equity securities (excluding directors’ 
qualifying shares) or equity interest; 


(2) there shall be counted as one person and one beneficial 
owner any corporation or trust, except that if such entity 
was organized for the specific purpose of acquiring the secur- 
ities offered, each beneficial owner of equity interest or 
equity securities in such entity shall count as a separate per- 
son and separate beneficial owner; and 


(3) there shall be excluded from the computation: 


(i) commercial banks which purchase or hold only notes or 
similar evidences of indebtedness of the issuer; and 


(ii) any 100 percent owned subsidiary of the issuer and any 
100 percent parent of the issuer. 


(h) Number of Beneficial Owners. \mmediately before and 
after any sale pursuant to the rule, the securities of the is- 
suer shall be beneficially owned by 50 or fewer persons. 
The number of persons who are beneficial owners shall be 
computed in the manner set forth in paragraph (g). 


(i) Limitation on Resale. Securities sold in reliance on this 
rule cannot be resold without registration under the Act or 
exemption therefrom and the issuer shall so inform each 
person who purchases the securities and shall so legend the 
securities sold. 


(j) Filing of Notice of Sales. At \east ten days (Saturdays, 
Sundays and holidays excluded) prior to the first sale of 
securities pursuant to this rule, there shall be filed with the 
Regional Office of the Commission for the region in which 
the issuer’s principal office is located three copies of a no- 
tice on Form 240 which shall be signed by a duly author- 
ized officer of the issuer or by a person acting in a similar 
capacity for a noncorporate issuer. 


* * #* 


Text of Proposed Amendment to Rule 144 (Addition 
Underlined) 


(a)(3) The term “restricted securities” means securities 
acquired directly or indirectly from the issuer thereof, or 
from an affiliate of such issuer, in a transaction or chain of 
transactions not involving any public offering or from the 
issuer in a transaction in reliance on Rule 240 under the 


Act. 





FORM 240 


SECURITIES AND EXCHANGE COMMISSION 
Washington, D. C. 20549 


NOTICE OF PROPOSED SALES OF SECURITIES 
PURSUANT TO RULE 240 


(to be filed not less than ten days, excluding Saturdays, 
Sundays and holidays, prior to the first sale pursuant to 
the Rule) 


1. Name, address and telephone number (including area 
code) of the issuer of the securities to be sold: 
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2. Names (in full) of the officers and directors of the issuer 

(or of persons serving in similar capacities for noncorporate 

issuers) and of any persons beneficially owning 10% or more 
of the equity securities of, or equity interest in, the issuer: 


3. Title of class of securities to be sold: 


4. Approximate number of shares or other units to be 
offered and approximate aggregate offering price: 


5. Number of persons who are beneficial owners of securi- 
ties of the issuer (excluding commercial banks holding only 
notes or evidences of indebtedness of the issuer) as of the 
date of filing this Notice: 


Pursuant to the requirements of Rule 240 under the Securi- 
ties Act of 1933, the issuer has duly caused this notice to be 
signed on its behalf by the undersigned duly authorized 
officer or person acting in a similar capacity. 


Date of Notice Issuer 








(Officer) 


Instruction. Print the name and title of the signing repre- 
sentative under his signature. At least one copy of the 
notice shall be manually signed. Any copies not manually 
signed shall bear typed or printed signatures. 





Attention: Intentional misstatements or omissions of 
facts constitute Federal criminal violations (See 18 
U.S.C. 1001). 








SECURITIES ACT OF 1933 
Release No. 5500/June 5, 1974 


TEMPORARY SUSPENSION OF THE REGULATION A 
EXEMPTION OF DELTA STEEL CORPORATION 


The Securities and Exchange Commission has issued an or- 
der temporarily suspending the Regulation A exemption 
from registration under the Securities Act of 1933 with re- 
spect to a proposed offering of securities of Delta Steel Cor- 
poration, 1745 East Factor Street, Tucson, Arizona 85719. 
No underwriter was named to sell the securities. 


On December 19, 1972, Delta filed a notification pursuant 
to Regulation A in connection with the proposed public 
offering of 500,000 shares of its 10 cent par value common 
stock at $1.00 per share with the Fort Worth Regionai Of- 
fice (24FW-1565). This filing was withdrawn by Delta on 
May 16, 1973. On December 4, 1973, Delta filed another 
notification for the same number of shares at the same 
price with the Fort Worth Regional Office (24FW-1605). 
Since the filing was improperly filed in the Fort Worth Re- 
gional Office, it was effectively withdrawn on March 20, 
1974, and on March 22, 1974, was transferred to the San 
Francisco Branch Office which administers the area where 
Delta’s principal place of business is located. The San Fran- 
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cisco file number is 24SF-4052. 


According to the order, the Commission has reason to be- 
lieve: (a) the offering circular of Delta Steel Corporation 
contains untrue statements of material facts and omits to 
state material facts necessary in order to make the state- 
ments made in the light of the circumstances under which 
they were made not misleading, particularly with respect 
to, among other things, the failure to disclose James N. 
Concannon as the manager and controlling person of the 
issuer; the failure to state that certain designated directors 
and/or officers, including the president, the secretary, and 
the treasurer are not active in the management of the is- 
suer; falsely stating that certain persons were engaged in 
providing technical advice to Delta; (b) the terms and con- 
ditions have not been met in that the notification and 
offering circular fail to list James N. Concannon as an affili- 
ate of Delta; and (c) the offering would be made in violation 
of Section 17 of the Securities Act of 1933. 








SECURITIES EXCHANGE ACT 





Securities Exchange Act of 1934 
Release No. 10837/May 31, 1974 


The Securities and Exchange Commission today announced 
pursuant to Section 15(c) of the Securities Exchange Act 
of 1934 (Exchange Act), the temporary suspension of over- 
the-counter trading in the securities of Gulf South Mort- 
gage Investors (GSM!) of Oklahoma City, Oklahoma, for 
the ten-day period commencing at 12:00 noon (EDT) on 
May 31, 1974 and terminating at Midnight (EDT), June 9, 
1974. 


The suspension was initiated because of the unavailability 
of adequate and accurate information about the company, 
its financial condition and operations, as well as questions 
which arose concerning the accuracy of the current finan- 
cial statements of GSMI. 


On April 8, 1974, the American Stock Exchange halted 
trading in the trust units of GSMI because the company 
received notice from its auditors, Alexander Grant & Co., 
that the firm was withdrawing its certification of the finan- 
cial statement for the year ending December 31, 1973. Un- 
til March 4, 1974, GSM! was managed by Gulf South Ad- 
visors, Ltd. On April 5, 1974, Gulf South Advisors, Ltd. 
and sixteen related corporations (all subsidiaries of Gulf 
South Corporation) filed a petition for reorganization pur- 
suant to Chapter X of the Bankruptcy Act. Gulf South 
Corporation has also filed a petition pursuant to Chapter X 
of the Bankruptcy Act. At present the trust has no manage- 
ment or advisory contract. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 
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Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be en- 
tered unless and until they have strictly complied with all 

of the provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with said 
rule, he should not enter any quotation but immediately 
contact the staff of the Securities and Exchange Commis- 
sion, Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations relating 
to the securities in question until such time as he has famili- 
arized himself with said rule and is certain that all of its pro- 
visions have been met. If any broker or dealer enters any 
quotation which is in violation of said rule, the Commission 
will consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10838/June 5, 1974 


The accounting firm of Arthur Andersen & Co. has brought 
to the attention of the Securities and Exchange Commission 
that a company which calls itself Construction Advisors and 
which gives its address as 17272 Dulles International Airport, 
Washington, D.C. 20041, and its purported president, Jack 
Wells, have circulated a stockholders’ report purported to 
reflect information regarding such company, when in fact a 
substantial portion of the information contained in the re- 
port is identical to that contained in the stockholders’ 

report of an independent and unrelated company. The fi- 
nancials in the stockholders’ report further purport to be 
certified by an accounting firm, “Arthur Andersen Co. /nc.”’ 
The Commission knows of no accounting firm by that name. 
The accounting firm of Arthur Andersen & Co. has informed 
the Commission that it has no client by the name of Con- 
struction Advisors. 


The Securities and Exchange Commission requests that it be 
notified by any persons who have knowledge and/or com- 
munication with such company. Please notify Donal S. 
Weiss (703-557-8201) at the Securities and Exchange Com- 
mission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10839/June 5, 1974 


TheSecurities and Exchange Commission has ordered public 
administrative proceedings under the Securities Exchange 
Act of 1934 against Bruce W. Zimmerman, d/b/a Bruce W. 
Zimmerman Investments, a registered broker-dealer of Au- 
rora, Colorado. Also named as a respondent is John Alfred 
Bennett, a former salesman employed by Bruce W. Zimmer- 
man Investments. 


The proceedings are based upon allegations of the Commis- 
sion’s staff that the respondents from about May 1973 to 
about September 1973 willfully violated and willfully aided 
and abetted violations of the anti-fraud provisions of the 
Federal securities laws in connection with the offer and sale 


of securities of Vanderbilt Gold Corporation. In addition, 
it is charged that Bruce William Zimmerman failed reason- 
ably to supervise persons under his supervision with a view 
to preventing such violations. 


It was also alleged that on April 8, 1974, John Alfred Ben- 
nett, had been permanently enjoined from violating the 
registration and anti-fraud provisions of Federal securities 
laws. The injunction was entered upon the consent of John 
Alfred Bennett, who neither admitted nor denied the allega- 
tions against him. 


A hearing will be scheduled by further order to take evidence 
on the staff's allegations and to afford the respondents an 
opportunity to offer any defenses thereto for the’ purposes 
of determining whether the allegations are true, and, if so, 
whether any action of a remedial nature should be ordered 
by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10840/June 6, 1974 


The Securities and Exchange Commission has ordered pub- 
lic administrative proceedings under the Securities Exchange 
Act of 1934 against Travis & Company, Inc. (“Registrant”), 
a registered broker-dealer of Atlanta, Georgia. Also named 
as Respondents are Alanson Raymond Travis (“Travis”), 
president and John A. Pittman (“Pittman”), vice president 
of Registrant. 


The proceedings are based upon allegations of the Commis- 
sion’s staff that Respondents employed schemes and arti- 
fices to defraud in connection with transactions in various 
securities, including stock of Gold Bar Resources, by charg- 
ing customers unreasonable mark-ups. 


Registrant, is also charged with willful violations of and 
Travis and Pittman are charged with willfully aiding and 
abetting violations of the net capital, bookkeeping and re- 
porting requirements of the Securities Exchange Act of 
1934, as well as failure to amend Registrant’s Form BD. 


A hearing will be scheduled by further order to take evidence 
on the staff allegations and to afford the Respondents an op- 
portunity to offer any defense thereto and for the purpose 
of determining whether the allegations are true and, if so, 
whether any action of a remedial nature should be ordered 
by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10841/June 6, 1976 


The Securities and Exchange Commission has issued an order 
granting the application of the Boston Stock Exchange for 
unlisted trading privileges in the common stocks of the 
following companies: 


Cyclops Corporation 
Dayco Corporation 
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Development Corp. of America (Delaware) 
Gamble-Scogmo, Inc. 

Gardner-Denver Co. 

International Mining Corp. 

Kansas City Southern Industries, Inc. 
Leaseway Transportation Corp. 

L.V.O. Corporation 

Reeves Brothers, Inc. 

World Airways, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10842/June 6, 1974 


The Securities and Exchange Commission has ordered ad- 
ministrative proceedings under the Securities Exchange Act 
of 1934 involving Dixon, Dolce & Co., Inc. (““Registrant’’), 

a New York broker-dealer, Ronald E. Dixon (“Dixon”), the 
president, a director, and a stockholder of Registrant, Joseph 
S. Dolce (‘Dolce’), a vice-president, a director, and a stock- 
holder of Registrant, and John Verdi (“Verdi”), a vice-presi- 
dent and a stockholder of Registrant, and Vincent F. Naddeo 
(“Naddeo”), a principal of Registrant. 


These proceedings are based upon allegations by the Com- 
mission's staff that Registrant, Dixon, Dolce, Verdi and Nad- 
deo willfully viclated the Anti-Fraud Rule of the Securities 
Exchange Act of 1934, and Registrant willfully violated, 
and Dixon, Dolce, Verdi and Naddeo willfully aided and a- 
betted violations of, the Net Capital Rule, Bookkeeping 
Rules, Supplemental Reporting Requirements, and Broker- 
Dealer Registration Requirements, under the Securities Ex- 
change Act of 1934. On April 30, 1973 an injunction was 
issued against Registrant, Dixon and Dolce by the United 
States District Court for the Southern District of New York, 
enjoining them from further violations of the Net Capital 
Rule, Bookkeeping Rules, and Supplemental Reporting Re- 
quirements. 


A hearing will be scheduled by further order to take evidence 
on the staff's allegations and to afford the respondents an 
opportunity to offer any defenses thereto, and for the pur- 
pose of determining whether the allegations are true and, if 
so, whether any action of a remedial nature should be order- 
ed by the Commission. 


See Litigation Release No. 5858. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10843/June 6, 1974 


The Securities and Exchange Commission announced pursu- 
ant to Section 15(c)(5) of the Securities Exchange Act of 
1934 (“Exchange Act”’) the temporary suspension of trading 
in the securities of Libco Corporation on the over-the-coun- 
ter markets for one 10-day period commencing at 4:00 p.m. 
(EDT June 6, 1974 and terminating at midnight (EDT) on 
June 15, 1974. 


The Commission initiated the trading suspension at the re- 
quest of Libco and because the company has failed to comply 
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with the reporting provisions of the Exchange Act resulting 
in the lack of current and accurate information available to 
the public. 





On May 7, 1974, Libco filed a petition under Chapter XI of 
the Federal Bankruptcy Act in the United States District 
Court, Northern District of Illinois. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, 
at the termination of the trading suspension no quotation 
may be entered unless and until they have strictly complied 
with all of the provisions of said rule. If any broker or 
dealer has any questions as to whether or not he has com- 
plied with said rule, he should not enter any quotation but 
immediately contact the staff of the Division of Enforce- 
ment in Washington, D.C. If any broker or dealer is uncer- 
tain as to what is required by Rule 15c2-11, he should re- 
frain from entering quotations relating to the securities in 
question until such time as he has familiarized himself with 
said rule and is certain that all of its provisions have been 
met. If any broker or dealer enters any quotation which is 
in violation of said rule, the Commission will consider the 
need for prompt enforcement action. 















SECURITIES EXCHANGE ACT OF 1934 
Release No. 10844/June 7, 1974 


Admin. Proc. File No. 3-4306 


In the Matter of 


LOWENTHAL, HALE, JAFFE, INC. 
Philadelphia, Pennsylvania 
(8-15320) | 


EUGENE JAFFE 
ALBERT HALEGOUA 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 
In these broker-dealer proceedings under the Securities Ex- 
change Act, Lowenthal, Hale, Jaffe, Inc. (“registrant”), a 
registered broker-dealer and member of the National Asso- 
ciation of Securities Dealers, Inc. (“NASD”), Eugene Jaffe, 
registrant’s president and sole stockholder, and Albert 
Halegoua (a/k/a Albert Hale), a former salesman and back 
office manager for registrant, have submitted offers of 
settlement. Solely for the purpose of these proceedings and | 
any other proceedings brought by or before the Commission 
or any other securities regulatory body, and without admit: 
ting or denying the allegations contained in the order for 
proceedings, respondents consent to findings of misconduct 
as alleged in that order and to the imposition of specified 
sanctions. Upon the recommendation of its staff, the 
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Commission determined to accept the offer. 


On the basis of the order for proceedings and the offers, it 
is found that: 1/ 


1. On August 2, 1971, the United States District Court for 
the Eastern District of Pennsylvania permanently enjoined 
respondents from violating the net capital, recordkeeping 
and credit extension provisions of the Exchange Act. 2/ 


2. During the period from about June 1 to September 30, 
1970, respondents willfully violated Sections 5(a) and 5(c) 
of the Securities Act in that they offered, sold and delivered 
fractional undivided interests of T.A. Kirk Gas Unit (“Kirk’’) 
when no registration statement under that Act had been 

filed or was in effect as to such securities. 


3. During the period from about April 1 to September 30, 
1970, respondents willfully violated Section 17(a) of the 
Securities Act and Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder in connection with their transactions 
in Kirk securities. Respondents made misrepresentations 
concerning registrant’s willingness to guarantee purchasers 
of those securities against any losses, the amount and dura- 
tion of purchasers’ anticipated income from, the recoupment 
of initial investments in, and the identity of the actual issuer 
of those securities. Respondents did not disclose that the 
price of the Kirk securities had been arbitrarily fixed by the 
registrant or registrant’s profit component of such prices. In 
addition, respondents executed transactions through cash 
accounts without customers’ authorization. 


4. During stated periods between May 1970 and May 1973, 
registrant willfully violated and Jaffe and Halegoua willfully 
aided and abetted violations of: 


a. The net capital and free-credit balance provisions of Sec- 
tion 15(c)(3) of the Exchange Act and Rules 15c3-1 and 
15c3-2 thereunder; 


b. The recordkeeping provisions of Section 17(a) of the Ex- 
change Act and Rules 17a-3 and 17a-4 thereunder; and 


c. The credit extension provisions of Section 7(c)(1) of the 
Exchange Act and Regulation T of the Board of Governors 
of the Federal Reserve System. 


The offers of settlement provide that registrant’s broker- 
dealer registration may be revoked and that it may be ex- 
pelled from the NASD. In addition, Jaffe and Halegoua may 
each be suspended from being associated with a broker-deal- 
er for a period of 90 days and thereafter barred from such 
association except as a supervised employee in a non-super- 
visory capacity upon a showing to the Commission that he 
will be adequately supervised. 


In view of the foregoing, it is in the public interest to impose 
the sanctions consented to in the offers of settlement. 


Accordingly, 1T IS ORDERED that the broker-dealer regis- 
tration of Lowenthal, Hale, Jaffe, Inc. be, and it hereby is, 
revoked and that Lowenthal, Hale, Jaffe, Inc. be, and it here- 
by is, expelled from the National Association of Securities 
Dealers, Inc.; that as of the opening of business on June 10, 
1974, Eugene Jaffe and Albert Halegoua be, and they hereby 


are, suspended for a period of 90 days from being associated 
with any broker or dealer and thereafter barred from being 
SO associated except as supervised employees in non-super- 
visory capacities upon a showing to the Commission that 
they will be adequately supervised. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 


2/ S.E.C. v. Lowenthal, Hale, Jaffe, Inc., et al., Civil Action 
No. 71-1524. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10845/June 7, 1974 


NOTICE OF PROPOSAL TO ADOPT RULE 3a12-5 
UNDER THE SECURITIES EXCHANGE ACT OF 1934 
File No. S7-526 


Notice is hereby given that the Securities and Exchange 
Commission has under consideration a proposal to adopt 
Rule 3a12-5 under the Securities Exchange Act of 1934 
(“the Act’) which would exempt certain investment con- 
tract securities involving the direct ownership of specified 
residential real property offered by broker-dealers from 
Sections 7 and 11(d)(1) of the Act, subject to certain con- 
ditions. Rule 3a12-5 is being proposed pursuant to Sec- 
tions 3(a)(12), 7(c), 11(d)(1) and 23(a) of the Act. The 
Board of Governors of the Federal Reserve System has 
announced today that it has deferred, for a period of six 
months, an amendment to Section 220.6(1.) of Regulation 
T (12 CFR 220.6(1.)} which was to become effective on 
June 21, 1974.1/ 


The rationale behind the adoption of Section 7 of the Act 
was to limit the amount of credit which might be devoted 
to speculation in the securities markets, 2/to maintain the 
availability of credit for financing local commerce and in- 
dustry, 3/ to prevent undue market volatility by exerting 
a positive, stabilizing effect on the market 4/ and to pro- 
tect investors from purchasing on too thin a margin. 5/ 


Section 11(d)(1) was enacted by Congress to prevent “one 

of the greatest potential evils attributable to the combina- 
tion of the broker and dealer functions in the same person” 
—the extension of credit on new issues by underwriter- 
brokers. 6/ This potential conflict of interest so troubled 
Congress that it was “deemed advisable to include a statutory 
prohibition” 7/even prior to the completion of a Commission 
study on the advisability and feasibility of segregating the 
functions of broker and dealer. 8/ 


Section 11(d)(1) prohibits a person who transacts business 
as both a broker and a dealer from effecting any transaction 
in connection with which he extends or maintains, or 
arranges for the extension or maintenance of, credit, directly 
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or indirectly, to or for a customer on a security which was 
part of a new issue in the distribution of which he partici- 
pated. 


In response to requests from interested parties, the Commis- 
sion has reviewed the impact of Sections 7 and 11(d)(1) on 
the sale of certain investment contracts in the form of real 
estate and related management agreements in light of the 
statutory purposes of those sections. It is the preliminary 
view of the Commission that the unique characteristics of 
investment contract securities involving the direct ownership 
of specified residential real property (particularly the tradi- 
tional modes of financing real property and the lack of any 
secondary trading market therefor) make the existence of the 
concerns addressed by Sections 7 and 11(d)(1) unlikely. The 
Commission has determined, therefore, to propose an exemp- 
tion from the provisions of Sections 7 and 11(d)(1) of the 
Act for the arranging of credit by broker-dealers offering such 
securities, subject to certain conditions. Nevertheless, the 
Commission believes it important that commentators ad- 
dress certain policy questions in the context of investment 
contracts which include the offering of a direct ownership 
interest in residential real property and related management 
agreements: 


(1) Does the lack of a secondary trading market for such 
investment contracts outweigh the prohibition which Con- 
gress established for the extension or arranging of credit 
by broker-dealers for “purpose loans” against other than 
“approved collateral’’? 


(2) Would permitting the extension or arranging of credit 
by broker-dealers for such investment contracts tend to 
encourage investment in such securities rather than other 
types of securities and therefore be less likely to ensure a 
rational allocation of capital? 


The conditions incorporated in the rule proposed herein 
would require that the credit be secured by a lien, mort- 
gage, deed of trust or other security interest on specified 
real property; that the lender not be in a control relation- 
ship with the broker-dealer or the issuer; that the principal 
and interest relating to the credit be repaid pursuant to a 
regular schedule of amortization; and that the credit ex- 
tended be reasonably related to the value of the real 
property. 


Additionally, the proposed rule would require certain dis- 
closures and a determination by the broker-dealer that the 
investment is suitable for each purchaser. The broker- 
dealer would be required by Rule 3a12-5 to deliver to the 
person for whom credit is arranged, before any purchase, 
lien or other related element of the transaction is entered 
into, a written statement setting forth the exact nature and 
extent of (1) such person’s obligation under the particular 
loan arrangement; (2) the risk which such person will incur 
in the entire transaction; and (3) all commissions, discounts 
and other remuneration received and to be received by the 
broker-dealer or any person in a control relationship with 
the broker-dealer in connection with the transaction. 


The broker-dealer must also obtain information concern- 
ing the purchaser’s financial situation, and, in light of such 
information, determine reasonably that the entire transac- 
tion, including the loan arrangement, is suitable for such 
person. Finally, the broker-dealer must deliver to the pur- 
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chaser a written statement setting forth the basis upon which 
the determination as to suitability was made. 


If adopted, proposed Rule 3a12-5 would exempt from the 
restrictions of Sections 7 and 11(d)(1) credit arranged by 
broker-dealers in connection with the offer and sale of in- 
vestment contract securities consisting of the direct owner- 
ship of specified residential real property and related man- 
agement services, for example ‘‘condominium securities”’.9/ 
The proposed rule would not apply to real estate syndica- 
tions, real estate limited partnerships, real estate investment 
trusts or other investment vehicles in which the investor 
does not possess a direct ownership interest in specified 
residential real property. The Commission is also soliciting 
comments concerning whether proposed Rule 3a12-5 should 
be available for (1) investment contract securities involving 
specified residential real property which, because of prohi- 
bitions under foreign or domestic law, do not convey a fee 
simple interest; and (2) investment contract securities that 
include a direct interest in real property other than residen- 
tial real property. At this time the Commission does not 
have a sufficient basis for determining whether such securi- 
ties should be exempted from Sections 7 and 11(d)(1) con- 
sistent with the interests of the public and the protection 
of investors. 


The Commission wishes to emphasize that this rule, if 
adopted, is in the nature of an experiment and that the 
activities of persons seeking to avail themselves of the ex- 
emptions proposed today will be carefully scrutinized to 
assure that such activities are not inconsistent with the 
public interest and are not subject to abuse. Inasmuch as 
proposed Rule 3a12-5 is premised, in part, upon the lack 
of a secondary trading market for investment contract se- 
curities involving the direct ownership of specified residen- 
tial real property, the Commission would reconsider the 
appropriateness of the rule proposed today if secondary 
trading markets develop for these investment contract 
securities. 


The text of proposed Rule 3a12-5 would be as follows: 


Rule 3a12-5—Exemption of Certain Investment Contract 
Securities from Sections 7(c) and 11(d)(1) 


A security shall be exempted from the provisions of Sec- 
tions 7(c) and 11(d)(1) with respect to any transaction by 
a broker or dealer who, directly or indirectly, arranges for 
the extension or maintenance of credit on the security to 
or for a customer, if — 


(a) the security is an investment contract security involv- 
ing the direct ownership of specified residential real 
property and related management services, and the credit; 


(1) is secured by a lien, mortgage, deed of trust, or other 
security interest which is related only to such real proper- 
ty; 


(2) is reasonably related to the current market value of 
the real property at the time the credit is extended; and 
is to be repaid by regular payments of principal and inter- 
est pursuant to an amortization schedule established by 
the governing instruments; and 


(3) is extended by a lender which is not directly or 
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indirectly controlling, controlled by, or under common con- 
trol with the broker or dealer or the issuer of the securities; 
and 


(b) such broker or dealer, before any purchase, loan or 
other related element of the transaction is entered into: 


(1) delivers to the customer a written statement setting 
forth the exact nature and extent of (a) the customer’s ob- 
ligation under the particular loan arrangement, including, 
among other things, the specified charges which he will in- 
cur under such loan in each period during which the loan 
may continue to be extended, (b) the risks which he will in- 
cur in the entire transaction, including the loan arrangement, 
and (c) all commissions, discounts and other remuneration 
received and to be received in connection with the entire 
transaction, including the loan arrangement, by the broker 
or dealer, and by any person controlling, controlled by, or 
under common control with the broker or dealer: 


Provided, however, That the broker or dealer shall be 
deemed to be in compliance with this subparagraph if the 
customer, before any purchase, loan or other related ele- 
ment of the transaction is entered into in a manner legally 
binding upon the customer, receives a statement from the 
lender, or receives a prospectus or offering circular from 
the broker or dealer, which statement, prospectus or offer- 
ing circular contains the information required by this sub- 
paragraph; and 


(2) obtains from the customer information concerning his 
financial situation, reasonably determines that the entire 
transaction, including the loan arrangement, is suitable for 
him, and delivers to him a written statement setting forth 
the basis upon which the broker or dealer made such de- 
termination. 


Comments are invited from all interested persons and 

should be addressed to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North Capitol 
Street, N.W., Washington, D.C. 20549. Comments should 
be received before August 15, 1974. All comments received 
will be made publicly available and reference should be 
made to File No. S7-526. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/This amendment would have the effect of treating the 
extension of credit on any part of an investment contract 
security as credit on the entire security and would prohibit 


broker-dealers from arranging for such credit unless collat- 
eralized in compliance with the requirements of Regulation 


2/ H.R. Rep. No. 1383, 73d Cong., 2d Sess. 8 (1934). 
3/ Id. 
4/S. Rep. No. 792, 73d Cong., 2d Sess. 8 (1934). 


5/ Id. at 3; S. Rep. No. 1453, 73d Cong., 2d Sess. 11 
(1934). 





6/ H.R. Rep. No. 1383, 73d Cong., 2d Sess. 22 (1934). 
7/ S. Rep. N. 792, 73d Cong., 2d Sess. 12 (1934). 


8/ Pursuant to Section 11(e) of the Securities Exchange Act, 
the Commission conducted a study of the abuses connected 
with, among other things, the combination of underwriter- 
broker and participating dealer-broker functions but did not 
recommend the segregation of such functions. Securities 
and Exchange Commission, Study of the Feasibility and 
Advisability of the Complete Segregation of the Functions 
of Dealer and Brokers, 43-45, 109 (1936). 


9/ See, Securities Act Release No. 5347 (Jan. 4, 1973). 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18432/June 3, 1974 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
20 Turnpike Road 

Westborough, Massachusetts 01581 
(70-5507) 


NOTICE OF PROPOSED ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS 


NOTICE IS HEREBY GIVEN that New England Electric 
System (““NEES”), a registered holding company, has filed 
an application-declaration and an amendment thereto with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 6(a), 
7, 9(a), and 12 of the Act and Rules 42(a) and 50(a) (2) 
promulgated thereunder as applicable to the proposed tran- 
saction. All interested persons are referred to the applica- 
tion-declaration, which is summarized below, for a com- 
plete statement of the proposed transaction. 


NEES requests that, for the period ending December 31, 
1975, it be permitted from time to time to issue short- 
term notes to banks provided that the aggregate principal 
amount of such notes outstanding at any one time shall not 
be more than $50,000,000. Upon completion of the next 
common share issue, the proceeds of which are expected 

to aggregate about $50,000,000, the borrowing authority 
requested hereby will terminate. 


The proceeds from the sales of the notes will be made 
available to subsidiaries (particularly New England Power 
Company (NEPCO)) through the purchase of additional 
shares of their capital stocks, capital contributions, or loans 
or some combination thereof, in furtherance of their con- 
struction programs, such additional investments to be sub- 
ject to-additional filing with this Commission. 


The proposed borrowings from the banks listed below will 


be evidenced by notes payable maturing in less than one 
year from date of issuance and will provide for prior pay- 
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ment in whole or in part without premium or penalty. 


NEES proposes to borrow $30,000,000 for investment in 
additional shares of NEPCO’s common stock. For such 
borrowings the banks will not require customary 20 percent 
compensating balances. In lieu thereof the short-term notes 
will bear interest at rates which vary among the several banks 
from 110 percent to 118 percent of the floating prime rate. 
The bank which will charge 110 percent of the prime rate 
will also require 5 percent compensating balances. 


In addition, borrowings of up to $20,000,000 will be made 
from time to time to provide funds for further investments 
in NEPCO and/or other subsidiaries. The interest rates on 
such borrowings will also vary up to a maximum of 118 per- 
cent of the prime rate. In addition, fees ranging from 4 per- 
cent to 9 percent of the prime rate as applied to any unused 
line of credit will be required. The bank which will charge 
the 4 percent fee will also require compensating balances 
equal to 5 percent of the line of credit. 


The effective interest cost of the borrowings from the banks 
will range from 12.11 percent to 13.57 percent or an aggre- 
gate effective interest cost to NEES of 13.34 perceint assum- 
ing the full lines of credit are in use and the prime rate is 
11.5 percent. In each case the effective interest cost for the 
proposed borrowings wili be less than the effective interest 
cost of borrowing at the prime rate plus the customary 20 
percent compensating balances, which would be 14.375 per- 
cent based on 11.5 percent prime rate. 





$30 Million $20 Million 
Borrowing Borrowing 
Name of Bank Amount Amount 
Continental Illinois National $10,000,000 ~ 
Bank and Trust Company 
Chicago 
The Chase Manhattan Bank 
N.A., New York 5,000,000 $ 5,000,000 
First National City Bank 
New York 5,000,000 - 
Irving Trust Company 
New York 5,000,000 5,000,000 
Morgan Guaranty Trust 
Company, New York 5,000,000 _ 10,000,000 
$30,000,000 $20,000,000 


NEES requests that it be permitted to file certificates of 
notification covering all transactions effected pursuant to 
the authority requested hereby during such quarter within 
thirty days after the end of each calendar quarter. 


Total estimated expenses in connection with the proposed 
transaction is $5,000, of which $3,000 will be for services 
preferred at cost by NEPCO, an affiliated service company. 
No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tion. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 25, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application-declaration which he de- 
sires to controvert; or he may request that he be notified 

if the Commission should order a hearing thereon. Any 
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such request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the applicants-declarants 

at the above-stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the ap- 
plication-declaration, as amended or as it may be further 
amended, may be granted and permitted to become effective 
as provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders is- 
sued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18433/June 3, 1974 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
New York, New York 
(70-4794; 70-4925) 


SUPPLEMENTAL ORDER AUTHORIZING EXTENSION 
OF TIME WITHIN WHICH TO COMPLETE AUTHOR- 
IZED BORROWINGS 


General Public Utilities Corporation (““GPU”’), a registered 
holding company, has filed with this Commission a post- 
effective amendment to its declarations in the above pro- 
ceedings pursuant to Sections 6(a) and 7 of the Public Util- 
ity Holding Company Act of 1935 (““Act’’) regarding the 
following proposed transactions. 


By orders dated June 29, 1970, November 4, 1970, August 
23, 1971, and December 27, 1972 (Holding Company Act 
Release Nos. 16770, 16892, 17243, and 17829), the Com- 
mission authorized GPU until June 30, 1974, (a) to issue 
and sell its unsecured promissory notes as commercial paper 
from time to time to Lehman Commercial Paper, Incorpor- 
ated and/or A.G. Becker & Co., Incorporated (for resale by 
them to their respective restricted list of purchasers) pro- 
vided that the aggregate principal amount of GPU’s unse- 
cured promissory notes so issued and sold as commercial 
Paper outstanding at any one time shall not exceed $100 
million; (b) to issue and sell GPU’s unsecured promissory 
notes, maturing not later than June 30, 1974, from time to 
time to a group of commercial banks pursuant to a “back 
up” credit agreement for the sole purpose of repaying at 
maturity any of GPU’s promissory notes issued as commer- 
cial paper which GPU should be unable to refund by the 
issuance of other promissory notes as commercial paper, 
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provided that the aggregate principal amount of promis- 
sory notes issued pursuant to such credit agreement outstand- 
ing at any one time shall not exceed $85 million; and (c) to 
issue and sell GPU’s unsecured promissory notes, maturing 
not later than nine months after issue, from time to time, to 
various commercial banks pursuant to informal lines of cred- 
it, provided that the aggregate principal amount of GPU’s un- 
secured promissory notes so issued and sold and outstanding 
at any one time shall not exceed $25 million. 


GPU now requests that the period within which to issue and 
sell such short-term notes be extended until December 31, 
1974. In all other respects, the transactions as heretofore 
authorized remain unchanged. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 
the interest of investors and consumers that said declara- 
tions, as now amended, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declarations, as now 
amended, be, and they hereby are, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18434/June 4, 1974 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 15907 
(70-5500) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


Pennsylvania Electric Company (‘Penelec”), an electric util- 
ity subsidiary company of General Public Utilities Corpora- 
tion (“GPU”), a registered holding company, has filed an 
application and amendments thereto with this Commission 
pursuant to Section 6(b) of the Public Utility Holding Com- 
pany Act of 1935 (““Act’’) and Rule 50 promulgated there- 
under regarding the following transaction. 


Penelec proposes to issue and sell, subject to the competi- 

tive bidding requirements of Rule 50 under the Act, $50,- 
000,000 principal amount of First Mortgage Bonds, __% 
Series due 2004. The interest rate (which will be a multiple 
of 1/8 of 1%) and the price (which will be not less than 100% 
nor more than 102.75% of the principal amount thereof) 

will be determined by competitive bidding. The bonds will 
be issued under a Mortgage and Deed of Trust of Penelec to 





Bankers Trust Company, Trustee, dated as of January 1, 
1942, as heretofore amended and supplemented and as to 
be further amended and supplemented by a Supplemental 
Indenture to be dated as of June 1, 1974. The term of the 
issue preclude Penelec from redeeming any bonds prior to 
June 1, 1979, if such redemption is for the purpose of re- 
funding such bonds with proceeds of funds borrowed at a 
lower effective interest cost. 


The entire proceeds, excluding premium and accrued inter- 
est, realized from the sale of the new bonds ($50,000,000) 
together with the expected cash capital contributions aggre- 
gating $30,000,000 from GPU, internally generated cash of 
approximately $27,000,000 and the proceeds from the sale 
of additional First Mortgage Bonds, Debentures and Prefer- 
red Stock plus, on an interim basis, the proceeds of bank 
borrowings, will be applied to its construction program, for 
sinking fund purposes, and to refund at maturity Northern 
Pennsylvania Power Company First Mortgage Bonds due 
1975. The estimated cost of Penelec’s 1974 construction 
program is approximately $160,000,000. 


The fees and expenses to be paid by Penelec in connection 
with the proposed issuance and sale of the Bonds are esti- 
mated to total $155,000, including legal fees of $38,000. 
The fees and expenses of counsel for the underwriters, to 
be paid by the successful bidders, are estimated at $5,000. 
The Pennsylvania Public Utility Commission has authorized 
the issue and sale of bonds by Penelec and no other state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed transaction. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 16403), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said ap- 
plication, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted forthwith, subject 
to the terms and conditions prescribed in Rules 24 and 50 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18435/June 5, 1974 


In the Matter of 
CENTRAL POWER AND LIGHT COMPANY 


Corpus Christi, Texas 78403 
(70-5491) 
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ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


Central Power and Light Company (“CP&L”), an electric 
utility subsidiary company of Central and South West Cor- 
poration, a registered holding company, has filed a declara- 
tion and amendments thereto with this Commission pursu- 
ant to Sections 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 (“Act’’), and Rule 50 promulgated 
thereunder regarding the following proposed transaction. 


CP&L proposes to issue and sell, subject to the competitive 
bidding requirements of Rule 50 under the Act, $40,000,- 
000 principal amount of First Mortgage Bonds, Series N, to 
be dated June 1, 1974, and to mature June 1, 2004 (the 
“bonds”). The interest rate (which will be multiple of 1/8 
of 1%) and the price (which will not be less than 99% nor 
more than 102.75% of the principal amount of the bonds, 
exclusive of the accrued interest to be added to such price) 
will be determined by competitive bidding. The bonds will 
be issued and secured by CP&L’s Indenture of Mortgage or 
Deed of Trust, dated November 1, 1943, to the First 
National Bank of Chicago and R. R. Manchester (successor 
Co-Trustee), as Trustees, as amended by the indentures sup- 
plemental thereto heretofore executed (the ‘‘Mortgage”’), 
and to be further amended by a Supplemental Indenture to 
be dated June 1, 1974, which contains a prohibition until 
June 1, 1979, against refunding the issue with the proceeds 
of funds borrowed at a lower effective interest cost, except 
under certain debt retirement provisions of the Mortgage. 


The proceeds to be derived by CP&L from the sale of the 
bonds (exclusive of accrued interest and after deducting ex- 
penses of issue) will be used to finance a part of the costs of 
additions, extensions, betterments and improvements made 
and to be made to its electric utility properties, including 
the payment of approximately $22,000,000 of short-term 
notes incurred or expected to be incurred by CP&L in con- 
nection with the interim financing of its construction ex- 
penditures. The proposed construction expenditures of 
CP&L for the calendar years 1974 and 1975 are presently 
estimated at $115,691,000 and $84,102,000, respectively. 
It is proposed to authenticate the bonds against approxi- 
mately $24,435,000 of matured CP&L Series A bonds and 
approximately $25,941,667 of available unused net expen- 
ditures for bondable property of CP&L. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18395), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said de- 
claration, as amended, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions prescribed 
in Rules 24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
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tion, pursuant to delegated authority. 






George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18436/June 4, 1974 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 44308 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsylvania 16103 
(70-5495) 


ORDER AUTHORIZING ISSUE AND SALE OF HOLD- 
ING COMPANY’S COMMON STOCK AND ISSUANCE 
AND SALE OF COMMON STOCK BY SUBSIDIARY TO 
HOLDING COMPANY 


Ohio Edison Company (“Ohio Edison”), a registered hold- 
ing company and a public-utility company, and Pennsyl- 
vania Power Company (“Pennsylvania”), its electric utility 
subsidiary, have filed an application-declaration and amend- 
ments thereto with this Commission pursuant to Sections 
6(a), 6(b), 7, 9(a), 10 and 12(f). of the Public Utility Hold- 
ing Company Act of 1935 (“Act”) and Rules 43 and 50 
promulgated thereunder regarding the following proposed 
transactions. 








Ohio Edison proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, 
3,000,000 shares of its authorized but unissued common 
stock, par value $9 per share. Pennsylvania proposes to 
issue and sell to Ohio Edison, its parent, and Ohio Edison 
proposes to purchase from Pennsylvania, 340,000 shares 

of its authorized and unissued common stock at a price 

per share equal to the par value thereof ($30 per share), 

for a total cash consideration of $10,200,000. It is proposed 
that 200,000 of these shares be issued and sold in June, 1974, 
with the remaining 140,000 shares be issued and sold in Sep- 
tember, 1974. The proceeds from the sale of the common | 
stock will be used for the repayment of unsecured short- 
term debt incurred by Ohio Edison (estimated to amount to 
$52,000,000 at the time of such issue) with the remainder 

to be used for construction purposes. The proceeds from 
the sale of the common stock will be applied to the repay- 
ment of bank loans (estimated to aggregate $8,000,000 in 
June and $10,200,000 in September) with the remainder 

to be used for construction purposes. 





The fees and expenses to be incurred by Ohio Edison in con: | 
nection with the issue and sale of the additional common 
stock are estimated at $157,000, including legal fees of 
$25,000. The fees and expenses of counsel for the under- 
writers, to be paid by the successful bidders, are estimated 
at $17,500. 







The Public Utilities Commission of Ohio has authorized the 
proposed issue and sale of Ohio Edison’s common stock 
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and the Pennsylvania Public Utility Commission has auth- 
orized the proposed issue and sale of the Pennsylvania com- 


mon stock and that no other state commission and no fed- 


eral commission, other than this Commission, has jurisdic- 
tion over the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 18401), 


and no hearing has been requested of or ordered by the Com- 


mission. Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public inter- 
est and in the interest of investors and consumers that said 
application-declaration, as amended, be granted and per- 
mitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and permitted 
to become effective forthwith subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18437/June 4, 1974 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New York, New York 


MISSISSIPPI POWER & LIGHT COMPANY 
ARKANSAS POWER & LIGHT COMPANY 
ARKANSAS-MISSOURI POWER COMPANY 
LOUISIANA POWER & LIGHT COMPANY 
NEW ORLEANS PUBLIC SERVICE, INC. 
MIDDLE SOUTH ENERGY, INC. 

(70-5399) 


ORDER AUTHORIZING ACQUISITION BY HOLDING 
COMPANY OF COMMON STOCK OF NEWLY ORGAN- 
IZED SYSTEM GENERATING COMPANY; ACQUISI- 
TION OF GENERATING FACILITIES; AND RELATED 
AGREEMENTS FOR FINANCING, CONSTRUCTION 
AND OPERATION OF SUCH FACILITIES 


Middle South Utilities, Inc. (“MSU”), a registered holding 
company, its principal operating subsidiaries, Arkansas 
Power & Light Company (“AP&L”), Arkansas-Missouri 
Power & Light Company (“ARK-MO”), Louisiana Power & 
Light Company (““LP&L”), Mississippi Power & Light 
Company (““MP&L”) and New Orleans Public Service, Inc. 
(“NOPSI”), and Middle South Energy, Inc. (““MSEI”’), a 
newly organized company within the Middle South System, 
have filed a joint application-declaration, and amendments 


thereto, with this Commission pursuant to Sections 6(a), 7, 
9, 10 and 12 of the Public Utility Holding Company Act 
of 1935 (“Act”) and Rules 50(a)(2) and (a)(3) thereunder 
regarding the following proposed transactions, which are 
summarized below. 


MSU and its principal operating subsidiary companies 
(“System operating companies”) currently have in effect 
plans to install substantial amounts of new generating capa- 
city to satisfy anticipated power needs of existing and ex- 
pected new customers. As a part of the overall system plan- 
ning program, MP&L has undertaken the engineering and 
related work in connection with the Grand Gulf Project 
(“Project’’), a two-unit nuclear generating plant with an 
aggregate capacity of 2,500,000 KW, to be constructed at 
Port Gibson, Mississippi, in MP&L’s operating area, at an 
estimated cost of $1,227 million. Estimated completion 
dates for the two units are 1980 and 1982, respectively. 


It is stated that, because of the size and cost of the Project 
relative to MP&L’s current installed capability and total 
capitalization, it is not considered feasible for MP&L to 
undertake the ownership and financing of Project. Accord- 
ingly, MSE! was organized in February, 1974 as an Arkan- 
sas corporation, to be a wholly-owned subsidiary of MSU 
and to construct and own electric generating facilities for 
the MSU System. It will operate solely as an electric gener- 
ating company supplying power to the System operating 
companies under the terms and conditions of a System 
Agreement dated April 16, 1973 (described below) among 
the System operating companies. MSEI’s authorized capi- 
tal consists of 1,000,000 shares of no-par-value common 
stock. As an initial step in its activities MSE! will acquire 
the Project from MP&L as more fully described below. 


Specifically, MSU, MSEI, and the System operating com- 
panies propose the following transactions: (i) MSE! will 
issue and sell, and MSU will purchase, 40,000 shares of 
MSEI’s no-par common stock for a total cash consideration 
of $40 million; (ii) MSE! will acquire the Project from 
MP&L pursuant to a sales agreement (“Sales Agreement’); 
(iii) MSE! and MSU will enter into an agreement (‘Capital 
Funds Agreement”), pursuant to which MSU will undertake 
to furnish or cause to be furnished to MSEI sufficient capi- 
tal for construction of the project and for related purposes; 
(iv) MSE! AND THE System operating companies will en- 
ter into an agreement (“Availability Agreement”’) whereby, 
in consideration of MSEI’s commitments thereunder, the 
System operating companies will (if payments under the 
System Agreement are insufficient) undertake to pay 
MSEI's total operating expenses as defined and shut-down 
costs, if any, associated with the Project; (v) MSE! will en- 
ter into an agreement (“Bank Loan Agreement”) with 
Manufacturers Hanover Trust Company, as agent, and thir- 
teen other banks (“Banks”), pursuant to which MSEI will 
borrow up to $308.5 million on its unsecured promissory 
notes (“Notes’’); and (vi) MSEI and MP&L will enter into 
an agreement (“Service Agreement”) whereby MP&L will 
undertake to design, construct, operate and maintain the 
Project in behalf of MSEI. 


The Capital Funds Agreement provides that in addition to 
the initial $40 million of MSEI’s common stock to be pur- 
chased by MSU, the latter will thereafter supply or cause to 
be supplied to MSEI (i) such amounts of equity capital as 
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may be required from time to time in order to maintain the 
equity portion of MSEI’s total capitalization at not less than 
35%, and (ii) such amounts of capital as MSEI may require 
to complete construction of the Project, to permit activation 
and commercial operation thereof, and to pay in full at ma- 
turity all notes issued by MSEI under the Bank Loan Agree- 
ment. Total capitalization is defined as outstanding capital 
stocks of all classes plus surplus plus outstanding indebted- 
ness for borrowed money (other than short-term debt) in- 
cluding revenue bond financing, if any, with respect to pollu- 
tion control facilities relating to the Project. MSEI will 
apply the proceeds from these sources to acquire the Pro- 
ject from MP&L and to the construction and related costs 

of the Project. 


Under the Bank Loan Agreement, the Banks named therein 
will make loans to MSEI from time to time as needed 
through December 31, 1979 up to the aggregate commit- 
ment of $308,500,000. The related Notes will be dated as 
of the date of issuance and will mature December 31, 1982. 
At the time of the filing of the original application-declara- 
tion with the Commission, the interest terms of the borrow- 
ings had not been definitively determined, but had been es- 
timated as set forth in the Commission’s notice of the filing 
(see Holding Company Act Release No. 18394). As finally 
determined, the Notes will bear interest, payable quarterly, 
as follows: (i) through March 31, 1977, 110% of the sum of 
1/2 of 1% plus the commercial loan rate (“MHTCO rate’’) 
charged by Manufacturers Hanover Trust Company from 
time to time on 90-day loans to its most responsible and 
substantial corporate customers; (ii) thereafter through 
March 31, 1980, 110% of the sum of 3/4 of 1% plus the 
MHTCO rate; and (iii) thereafter, 110% of the sum of 1% 
plus the MHTCO rate. MSEI will pay quarterly a commit- 
ment fee of 1/2 of 1% on the daily average unused portion 
of the Banks’ commitments; and MSEI may at any time can- 
cel or reduce such commitments. MSEI may at its option 
prepay the Notes in whole or in part without penalty at any 
time. The Bank Loan Agreement further provides, among 
other things, (1) corresponding to the provision contained 
in the Capital Funds Agreement, that MSEI shall maintain 
its equity capital at not less than 35% of total capitaliza- 
tion; and (2) that initial loans to be made by the Banks are 
conditioned upon the prior sale of MSEI’s common stock 
to MSU for the cash consideration of $40 million, and 
MSEI’s acquisition of the Project from MP&L. It is ex- 
pected that compensating balances of 5% will be required 
in connection with borrowings from the Banks. The effec- 
tive cost of borrowings over the approximately 8-year life 
of the Bank Loan Agreement will of course fluctuate (up or 
down) with changes in the MHTCO rate; but assuming a 
rate of 11.5% per annum, the effective cost of borrowing 
(exclusive of commitment fees) would be: 13.9% through 
March 31, 1977; 14.2% thereafter through March 31, 1980; 
and 14.5% thereafter to the maturity date of December 31, 
1982. The proposed sale of $40 million of common stock 
and the $368,500,000 bank commitment comprise the 
initial phase of MSEI’s financing program in respect to the 
Project. Additional financing will be required to meet con- 
struction costs and to refund the Bank Loans. Any such 
additional financing will be the subject of further filings 
with the Commission. 


The Sales Agreement between MSE! and MP&L provides 
that MSEI shall pay, at closing, an amount equal to 
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the original cost of each item of the Project property as 
reflected on MP&L’s books of account at the date of 
closing. At December 31, 1973, such amount was approxi- 
mately $19.6 million. The property may be conveyed sub- 
ject to the lien of MP&L’s Mortgage and Deed of Trust, 
dated September 1, 1944, as supplemented, but MP&L is 
obligated to secure a release therefrom within 60 days of 
the closing date. MP&L will also undertake to have trans- 
ferred to MSEI all regulatory consents and approvals here- 
tofore obtained by MP&L in respect of the Project. 







Under the existing System Agreement, previously referred 
to, the System operating companies which have excess gen- 
erating capacity sell the available excess to the other Sys- 
tem operating companies. The purchasers agree to pay to 
the sellers sufficient amounts to cover the latters’ related 
operating expenses, fixed charges on debt and a fair rate of 
return (presently 11.6%) on related equity investment. The 
proposed Availability Agreement provides, among other 
things, that MSEI will join in the System Agreement on or 
before the date when Unit No. 1 of the Project is placed in 
operation; that MSE! will make available to such operating 
companies under the terms of the System Agreement all 
power available at the Project and at such other generating 
units as may be designated by the parties; and that for 
MSEI’s undertakings pursuant to the Availability Agree- 
ment, the System operating companies will pay to MSE], 
commencing with the earlier of December 31, 1982 (wheth- 
er or not the Project is then in operation) or the date on 
which the first unit is placed in operation, such amounts as 
(when added to any amounts received by MSEI under the 
System Agreement or otherwise) will be at least equal to 
(i) MSEI’s operating expenses as defined (including such ex- 
penses as might be incurred by MSEI for maintenance and 
surveillance of either or both units in the event of perma- 
nent shut-down thereof), (2) interest charges, and (3) de- 
preciation at the rate of 3.65% per annum. Amounts, if 
any, payable under the Availability Agreement will be ap- 
portioned among the System operating companies in accord- 
ance with the terms of that agreement. It is stated that the 
existing System Agreement has been accepted for filing 
with the Federal Power Commission (Docket No. E-8130); 
that the FPC has ordered the revision of certain service 
schedules ther2under; and that in order to permit participa- 
tion by MSEI in the System Agreement, an amendment 
thereto will be filed with the FPC at an appropriate time. 








The Service Agreement between MSE! and MP&L provides 
that following MSEI’s acquisition of the Project pursuant 
to the Sales Agreement, MP&L will proceed with the de- 

sign, construction, maintenance, and operation of the Pro- 
ject on behalf of MSEI. In that connection, MP&L will 
furnish all required labor and material in compliance with 
applicable standards, including those of the Atomic Energy 
Commission (“AEC”); will amend its application for con- 
struction permits previously filed with the AEC (Docket 
Nos. 50-416 and 50-417) to include MSEI as an applicant; 
and will use its best efforts to assist MSEI in obtaining such 
other consents and permits as may be necessary. MSEI 
will be directly liable for and pay directly the costs and ex- 
penses of non-affiliated persons, and will reimburse MP&L 
monthly the latter’s actual costs (including overheads) for 
the next succeeding month of rendering such services, de- 
termined in accordance with regulatory authority having 
jurisdiction. The Service Agreement will be terminable by 
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either party upon notice. 


The fees and expenses paid or incurred or to be paid or in- 
curred or to be paid or incurred will aggregate $95,000, 
which includes expenses of Manufacturers Hanover Trust 
Company, as agent bank, in the amount of $40,000, and 
$35,000 as counsel fees incurred by MSEI. It is stated that 
in addition to the Federal Power Commission’s jurisdiction 
over MSEI’s participation in the System Agreement, pre- 
viously mentioned, a certificate of public convenience and 
necessity must be obtained from the Mississippi Public 
Service Commission prior to commencement of construc- 
tion of the Project, and that MP&L and MSE! must obtain 
appropriate waivers, licenses, consents or permits of the 
AEC in connection with construction and operation there- 
of. It is further stated that no other State or Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said application-declaration, as 
amended, has been given in the manner prescribed in Rule 
23 promulgated under the Act (Holding Company Act Re- 
lease No. 18394, and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
summers that said application-declaration, as amended, be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18438/June 4, 1974 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
Wilmington, Delaware 
(70-5497) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
$35,000,000 PRINCIPAL AMOUNT OF FIRST MORT- 
GAGE AND COLLATERAL TRUST BONDS AT COM- 
PETITIVE BIDDING 


Delmarva Power & Light Company (’’Delmarva”’), a regis- 
tered holding company and a public-utility company, has 
filed a declaration and an amendment thereto with this 
Commission pursuant to Sections 6 and 7 of the Public 
Utility Holding Company Act of 1935 (’“Act”’) and Rule 50 





promulgated thereunder regarding the proposed transac- 
tion. 


Delmarva proposes to issue and sell, subject to the compe- 
titive bidding requirements of Rule 50, $35,000,000 prin- 
cipal amount of First Mortgage and Collateral Trust Bonds, 
____ % Series due June 1, 2004. The interest rate (which 
shall be a multiple of 1/8 of 1%) and the price to be paid 
to Delmarva, exclusive of accrued interest, (which shall be 
not less than 99% nor more than 101.75% of the principal 
amount thereof) for the bonds will be determined by the 
Competitive bidding. The bonds will be issued under a 
Mortgage and Deed of Trust, dated October 1, 1943, be- 
tween Delmarva and Chemical Bank, Successor Trustee, 

as heretofore supplemented and as to be further supple- 
mented by a Forty-seventh Supplemental Indenture to be 
dated as of June 1, 1974 which includes a prohibition until 
June 1, 1979 against refunding the issue with the proceeds 
of funds borrowed at a lower effective interest cost. 


It is stated that the net proceeds from the sale of the bonds 
will be applied toward the retirement of unsecured short- 
term notes issued primarily for interim financing of the 
construction programs of Delmarva and its subsidiary com- 
panies and for other corporate purposes. As of April 18, 
1974, such short-term notes outstanding amounted to 
$64,100,000. Delmarva estimates its 1974 construction 
program at $99,625,000 and contemplates the sale of addi- 
tional permanent securities and unsecured short-term notes 
during 1974. 


The amended declaration states that the issuance and sale 

of the bonds has been ‘approved by The Public Service Com- 
mission of Delaware, and indicates that no other State com- 
mission and no Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration, as amended, has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18409), and no hearing has been requested of or ordered by 
the Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consumers 
that said declaration, as amended, be permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18439/June 4, 1974 
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Admin. Proc. File No. 3-4463 
In the Matter of 


GEORGIA POWER COMPANY 
270 Peachtree Street, N. W. 
Atlanta, Georgia 30303 
(70-5463) 


SECOND INTERIM ORDER APPROVING INCREASE IN 
AMOUNT AND EXTENSION OF TIME WITHIN WHICH 
TO COMPLETE AUTHORIZED SHORT-TERM BORROW- 
INGS; EXCEPTION FROM COMPETITIVE BIDDING 


Georgia Power Company (‘’Georgia”’), an electric utility 
subsidiary of The Southern Company, a registered holding 
company, has requested authority in this proceeding, pur- 
suant to Section 6(b) of the Public Utility Holding Com- 
pany Act of 1935 (“Act”’), to issue and sell through March 
31, 1975, notes to banks and a commercial paper dealer 
(“short-term securities”), up to a maximum aggregate prin- 
cipal amount of $250,000,000. 


In our order for hearing in this proceeding (HCAR No. 
18352, March 28, 1974), we authorized Georgia to issue 
and sell up to $175,000,000 aggregate principal amount of 
such short-term securities, from time to time to May 31, 
1974, in accordance with the borrowing conditions set 
forth in its application-declaration herein. We expressly re- 
served jurisdiction to grant such further interim relief as 
may be appropriate during the pendency of this proceeding. 


Georgia now requests that the previous interim authoriza- 
tion of $175,000,000 be increased to $250,000,000, and 
that the time within which such borrowings may be effected 
be extended from May 31, 1974, to July 31, 1974. Georgia 
states that its immediate cash needs to meet construction 
expenditures will require the sale of short-term borrowings 
up to an estimated peak of $237 million in July 1974. 
Georgia further states that the proceeds from its sales of 
bonds and preferred stock scheduled for July 1974 (see 
HCAR No. 18420, May 17, 1974, in File No. 70-5499), 
together with other available cash, will permit the repay- 
ment of all but about $34 million of its then outstanding 
short-term securities. Georgia’s request for interim authori- 
zation to increase its sale of short-term securities to $250 
million is designed to meet said expected July peak of $237 
million and to provide some flexibility. In all other respects 
the interim transactions heretofore authorized and described 
in the above-mentioned order remain unchanged. 


No State or Federal commission, other than this Commis- 
sion, has jurisdiction over the transactions proposed herein. 


In recognition of Georgia’s immediate cash needs, as speci- 
fied in its application-declaration, and motion dated May 28, 
1974, the Commission deems it appropriate in the public 
interest and in the interest of investors and consumers that, 
pending final determination of the issues herein, Georgia be 
granted the necessary authority to make interim borrowings 
during the period expiring July 31, 1974, in a maximum 
amount not exceeding $250,000,000 at any one time out- 
standing. Accordingly, 


IT IS ORDERED that Georgia be, and hereby is, authorized, 
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effective forthwith, to issue and sell from time to time 
through July 31, 1974, notes to banks and to dealers in 
commercial paper up to a face amount (including such notes 
heretofore issued and sold) not exceeding $250,000,000 at 
any one time outstanding, in accordance with the borrow- 
ing conditions proposed in the application-declaration as 
amended; that an exception from the competitive bidding 
requirements of Rule 50 with respect to the issue and sale 
of commercial paper be, and hereby is, granted effective 
forthwith; and that a certificate of notification required 
under Rule 24 be filed within 10 days after July 31, 1974; 
and 


IT iS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved to take such other actions as may be 
appropriate during the pendency of this proceeding, and 
to impose, within the relevant standards of the Act, such 
conditions as may be appropriate to the disposition of the 
issues involved in the pending application-declaration. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18440/June 4, 1974 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New York, New York 
(70-5366) 


SUPPLEMENTAL ORDER REGARDING INCREASE IN 
AMOUNT OF AUTHORIZED BANK BORROWINGS 


Middle South Utilities, Inc., ("Middle South’), a registered 
holding company, has filed a fifth post-effective amend- 
ment to its declaration in this proceeding pursuant to Sec- 
tions 6(a) and 7 of the Public Utility Holding Company Act 
of 1935 (“Act’’) regarding the following proposed transac- 
tion. 


By order dated August 24, 1973 (HCAR 18065), the Com- 
mission authorized Middle South to issue and sell its unse- 
cured promissory notes in an aggregate amount not to ex- 
ceed $30,000,000 outstanding at any one time under a 
$135,000,000 revolving credit agreement (“Credit Agree- 
ment”) with a group of 7 commercial banks headed by 
Manufacturers Hanover Trust Company of New York 
(“Banks”). The aggregate maximum amount of authorized 
borrowings was established at $103, 700,000, by post-effec- 
tive amendments numbers 1, 2, 3, and 4 to the declaration 
(HCAR 18178, 18214, 18345, and 18411). Middle South 
now proposes to increase the amount of authorized bor- 
rowings from the Banks from $103,700,000 to $143,700,- 
000. The proportions in which the borrowing will be 
made, the interest rate, the maturity date, the form of note, 
and all other terms and conditions of the borrowing will be 
the same as those terms and conditions set forth in the 
Credit Agreement and the original filing herein, heretofore 
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described and authorized in the Commission order dated 
August 24, 1973. 


The proceeds of the additional notes to banks will be used to 
purchase 40,000 shares of common stock of Middle South 
Energy, Inc., for an aggregate of $40,000,000 in cash. Such 
acquisition has been authorized by the Commission (File No. 
70-5399). 


Middle South reaffirms its intention to reduce the principal 
amount of notes payable outstanding through the issuance 
of additional shares of its common stock. The issuance of 
such additional common stock will be the subject of a future 
filing before the Commission. 


No State or Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective amendment 

to the declaration has been given in the manner prescribed in 
Rule 23 promulgated under the Act (Holding Company Act 
Release No. 18415), and no hearing has been requested of 
or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable stand- 
ards of the Act and the rules thereunder are satisfied and 
that no adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of investors 
and consumers that said declaration as previously amended 
and as amended by said post-effective amendment, be per- 
mitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as pre- 
viously amended and as amended by said post-effective 
amendment, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions prescrib- 
ed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18441/June 5, 1974 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
New York, New York 10005 
(70-5496) 


ORDER AUTHORIZING ISSUE AND SALE OF COM- 
MON STOCK BY HOLDING COMPANY PURSUANT 

TO A RIGHTS OFFERING AND EXCEPTION FROM 

COMPETITIVE BIDDING 


General Public Utilities Corporation (“GPU”), a registered 
holding company, has filed a declaration and an amend- 
ment thereto with this Commission pursuant to Sections 
6(a), 7 and 12(e) of the Public Utility Holding Company 


Act of 1935 (“Act”) and Rules 42 and 50 promulgated 
thereunder regarding the following proposed transactions. 


GPU proposes to offer up 4,340,000 authorized but un- 
issued shares of its common stock (“additional common 
stock’) for subscription by the holders of its outstanding 
shares of common stock on the basis of 1 share for each 

10 shares of common stock held on the record date. The 
record date will be June 6, 1974, or such later date as GPU’s 
registration statement under the Securities Act of 1933 may 
become effective. The subscription price, to be determined 
by GPU’s Board of Directors at about 9:00 a.m. on the an- 
ticipated record date, will not be more than 200% and not 
less than 85%, of the closing price of GPU common stock 
on the New York Stock Exchange on the day prior to the 
record date. The subscription offer will expire June 28, 
1974, unless the record date should be later than June 6, 
1974, in which event the expiration date will be specified 
by amendment. 


Rights to subscribe to the additional common stock will be 
evidenced by transferable subscription warrants which will 
be issued to all record holders of GPU common stock as 
promptly as practicable after the record date. No fraction- 
al shares will be issued; however, any holder with more 
than 10 shares, but not in exact multiples thereof, may 
purchase, at the subscription price, one extra share of addi- 
tional common stock. A stockholder with less than 10 
shares of common stock will be entitled to purchase, at 
the subscription price, one full share of additional common 
stock. In addition, each holder of a wa-rant or warrants 
who exercises such warrant or warrants in full will be given 
the privilege of subscribing, subject to allotment, at the 
same subscription price, for shares of additional unsub- 
scribed common stock. 


The offering of the additional common stock will not be 
underwritten. GPU proposes to utilize the services of se- 
curities dealers (“participating dealers’) in soliciting the 
exercise by the initial record holders of original issue war- 
rants of the subscription privileges and in disposing of the 
shares of additional common stock available to GPU for 
such disposition. The purchase price to be paid to GPU 
by participating dealers (during the 45 business days follow- 
ing the warrant expiration date when the released shares 
are made available by GPU to the participating dealers for 
purchase) for such released shares will be the price per 
share then applicable to sales of GPU common stock by 
Participating dealers as determined and announced by 
GPU, less the participating dealer purchase fee. 


GPU does not propose to mail warrants to stockholders 
whose registered addresses are outside the United States, 
Bermuda, Canada and Mexico. To the extent that GPU 
does not receive instructions from such stockholders to 
exercise their warrants, the rights evidenced by such war- 
rants may be sold by Hartford National Bank and Trust 
Company, the subscription agent. The net proceeds of 
such sale will be held by Hartford National Bank and Trust 
Company for the account of such stockholders. 


It is stated that the net proceeds of the sale of the addi- 
tional common stock will be used by GPU for additional 
investment in its subsidiaries and to repay all or a portion 
of GPU’s short-term indebtedness expected to be outstand- 
ing at the time of sale of the additional common stock. 
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Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18405), and no 
hearing has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 
the interest of investors and consumers that said declaration, 
as amended, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effective 
forthwith subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18442/June 4, 1974 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 72203 
(70-5448) 


MEMORANDUM OPINION AND ORDER APPROVING 
APPLICATION AS TO SALE AND LEASE-BACK OF 
NUCLEAR FUEL AND RELATED FACILITIES AND 
DENYING REQUEST FOR HEARING 


Arkansas Power & Light Company (“AP&L”), an electric 
utility subsidiary company of Middle South Utilities, Inc., 
a registered holding company, filed an application, as 
amended, pursuant to Sections 9(a) and 10 of the Public 
Utility Holding Company Act of 1935 (“Act”). The appli- 
cation relates to the sale and lease-back of a nuclear fuel 
core 1/ which is being manufactured for AP&L. The pur- 
chaser and lessor is to be Southwest Fuel Company (“Fuel 
Company”), a wholly-owned subsidiary of Broad Street 
Contract Services, Inc. (““BSC’’), which is owned by a 
partnership composed of partners of Goldman, Sachs & Co., 
an investment banking firm. BSC through its subsidiaries 
has been engaged in this type of leasing. 


A notice of filing was duly published. 2/ An objection to the 
application was filed jointly on behalf of eight wholesale 
customers of AP&L (““Objectors’’) 3/who have requested a 
hearing. AP&L has filed a memorandum in support of its 
application in opposition to such request, and Objectors 
have filed a reply thereto. 


AP&L provides electric service in Arkansas. As of Decem- 
ber 31, 1973, it had total assets of $1,122,857,000 and net 
utility plant of $929,457,000. For the year then ended it 
had gross operating revenues of $209,327,000; operating 
income of $49,783,000 and net income of $41,946,000. 
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Its total capitalization then was as follows: 


(000’s Omitted) 





Long-Term Debt $480,829 54.84% 
Preferred Stock 

Equity and Premium 101,657 11.60% 
Common Stock 257,375 
Retained Earnings 36,827 
Total Common Equity 294,202 33.56% 
Total Capitalization $876,688 100.00% 








Source: Preliminary registration statement (Form S-7), 
dated May 10, 1974. (File No. 70-5502). 


The nuclear fuel, which is the subject of the present appli- 
cation, is to be installed and used in AP&L’s Unit No. 1 of 
a new nuclear generating plant near Russellville, Arkansas. 
The cost of this plant, with a net capacity of 850 mw, is 
estimated at $220 million. It is expected to be placed in 
service in September of this year. An application for an 
operating license has been filed with the Atomic Energy 
Commission, whose Advisory Committee on Reactor Safe- 
guards has recommended the issuance of the license sub- 
ject to the customary conditions. 


Fuel Company will purchase AP&L’s present interest in the 
nuclear fuel and reimburse all costs incurred or to be incur- 
red by AP&L. As of November 30, 1973, the book cost 
was $29,788,292. Funds for which AP&L will be reim- 
bursed will be applied towards its construction program. 
Fuel Company is also committed under the lease to finance 
AP&L’s future nuclear fuel requirements for Unit No. 1, 
but its commitment is limited to a maximum of $39 mil- 
lion at any one time outstanding. 


Unlike fossil fuel such as coal or oil, a nuclear fuel core re- 
quires an initial large investment. This investment is 
amortized on the basis of heat produced by the core (“burn- 
up charge”). Periodically, spent portions of the core are re- 
moved for reprocessing (and subsequent reuse) and are re- 
placed by fresh elements. This cycle requires additional 
periodic investments over the life of the reactor. 


The initial term of the AP&L lease will be five years, but 

it is automatically extended year by year until 2014, unless 
terminated earlier on three years’ notice. Either party may 
give such notice on the second or any subsequent anniver- 
sary date, to be effective three years thereafter. AP&L may 
also terminate the lease at any time by purchasing the nu- 
clear fuel at net book cost and other accrued charges as 
specified in the lease. 


Fuel Company will finance its acquisition from AP&L and 
its subsequent investments in the nuclear fuel for AP&L’s 
Unit No. 1 by the sale of Fuel Company’s commercial paper 
through Goldman, Sachs & Co., for which service the latter 
will receive the customary dealer’s discount of one-eighth of 
1% per annum. Such commercial paper will be supported 
by letters of credit, up to $40 million, under a long-term 
credit agreement between Fuel Company and Security 











per 
ter 
1 of 














Pacific National Bank (“Bank”). For this commitment the 
Bank will charge a fee of .6 of 1% per annum on the aver- 
age principal commitment under outstanding letters of cred- 
it. The credit agreement also authorizes Fuel Company to 
make direct borrowings from the Bank, if such borrowings 
are needed to finance the nuclear fuel for AP&L’s Unit No. 
1 under the lease. 


The credit agreement will be for an initial term of five years 
which may extend up to 2014 unless sooner terminated on 
three years’ notice under provisions like those governing the 
lease. Should funds be drawn by Fuel Company under the 
credit agreement, the annual interest rate on this indebted- 
ness will be 120% of the ““Base Rate’’.4/ In effect from time 
to time in the first year of borrowing, and 135% of such 
Base Rate thereafter.5/ 


Under the lease AP&L is responsible for operation, mainten- 
ance, replacement, insurance and taxes with respect to the 
nuclear fuel. Rental payments, to be paid quarterly, will 
include, in addition to the burn-up charge, (a) interest costs 
of Fuel Company on its outstanding commercial paper in- 
cluding dealer’s discount or on its indebtedness to the Bank; 
(b) one-eighth of 1% administrative charge by BSC; (c) the 
6/10ths of 1% fee of the Bank, and (d) certain legal, audit 
and depositary costs. All these rental payments, including 
the burn-up charge, will be treated by AP&L as fuel ex- 
pense. 


AP&L will not be directly obligated to pay the commercial 
paper notes or Bank borrowings of Fuel Company. AP&L’s 
“exposure”’ will be tied solely to its obligations under the 
lease which (together with the nuclear fuel itself) will be 
pledged to secure Fuel Company’s securities. A default by 
Fuel Company on its debt obligations will neither terminate 
the lease nor accelerate AP&L’s rental payments there- 
under. Funds received by Fuel Company representing the 
burn-up charge will be applied toward the reduction of its 
commercial paper or Bank debt. 


Section 2(a)(22), in defining the word “acquisition,” ex- 
pressly includes a “‘lease.”” The lease in this case is thus sub- 
ject to Commission approval under the standards of Section 
10. The questions presented by the Objectors seem to cen- 
ter on Section 10(b)(2), which provides that an acquisition 
shall be approved unless the Commission finds that “the 
consideration, including all fees, commission, and other re- 
muneration...in connection with such acquisition is not 
reasonable or does not bear a fair relation to sums invested” 
therein. The consideration in this case in the annual rental 
payment called for by the lease. 


Objectors point out that, in various filings AP&L’s estimate 
of the annual burn-up charge for the nuclear fuel, which is 
to be included in the rental payments, has varied from 
$7,931,520 to $9,000,000.6/ The actual burn-up charge 
for any period depends on the amount of heat produced 
during that period. The heat produced is a physical fact, 
and the inevitable uncertainty as to its amount is not ma- 
terial to the issue before us. The investment in fuel is the 
same, whether it is financed by AP&L or by Fuel Company; 
and the related burn-up charge will be the same to AP&L 
either as owner or lessee. 


Objectors contend that the financing costs of the lease may 
be higher than the costs AP&L would incur if it owned and 








financed the nuclear fuel by the sale of its own securities. 
They also contend that the obligations under the lease to 
pay future interest cost Fuel Company may incur bear an 
excessive risk which under the Act AP&L should not be per- 
mitted to assume. 


AP&L and Objectors differ somewhat on the financing cost 
of the lease: 








AP&L Objectors’ 
Computation Computation 
Commercial paper rate 9.000% 9.000% 
Dealers’ discount (included) -125% 
Bank fee .600% .600% 
BSC administrative fee -125% -125% 
Amortization of initial 
costs .098% -163% 
Depository and other 
recurring costs --- .061% 
Total 9.823% 10.074% 


Effective costs after all 
allowances for Federal (Not 
and State taxes. 7/ 4.80% computed) 


AP&L assumed an average commercial paper rate of 9% 
over the term of the lease, including the dealer’s discount. 
Adding the dealer’s discount, as Objectors do, is simply an 
assumption that the average rate will be 1/8th of a percent 
higher. Initial costs related to the lease are proposed by 
AP&L to be amortized over the five-year initial term of the 
lease, while Objectors would amortize them over three 
years. AP&L considers the depository, auditing and other 
costs of administering the lease, for which it must reimburse 
Fuel Company, as a current operating expense of using the 
fuel, while Objectors regard them as a financing cost, which 
they calculate at 0.061%. There is no need to resolve these 
differences. They are not of sufficient magnitude to affect 
the result. 


Objectors also contend that AP&L could eliminate all fi- 
nancing costs, except interest, if AP&L sold its own com- 
mercial paper. The largest claimed “‘saving” would be the 
Bank’s 0.6 of 1% fee under the credit agreement. Even if 
we ignore for the moment the limitations imposed by the 
Act, AP&L would hardly embark on such a long-range com- 
mercial paper financing operation without protection 
against the uncertainties of that market. Such protection 
would normally take the form of a bank stand-by loan 
agreement, for which a commitment fee is charged by the 
bank. Nor would a self-financing program be free of inci- 
dental administrative costs. 


Besides, we have grave doubts that a quasi-permanent in- 
vestment in nuclear fuel should be financed by a utility 
company indefinitely by rolling over its short-term debt 
every few months. Financing through short-term obliga- 
tions, except as a distinctly interim expedient pending re- 
funding through the sale of long-term or equity securities, 
would be inconsistent with the standards of Sections 6(b), 
7(c), and 7(d). Nor, by the same token, would we regard 
such financing as reasonable or proper under Section 10(b). 


An acquisition of nuclear fuel, to be sure, can be financed 


SEC DOCKET/396 





by long-term securities,8/ and AP&L has addressed itself to 
such alternatives. It assumed a financing of the entire in- 
vestment with preferred and common stock alone, and, al- 
ternatively, it included some form of long-term debt in pro- 
portion appropriate to AP&L’s capital structure.9/ On 
AP&L's assumption of an 8% rate on the debt and preferred 
stock components and a 14% cost on common equity, the 
computed net cost of a balanced debt-stock financing would 
be 7.73% (after prospective tax savings on the debt com- 
ponent), while a hypothetical all-stock financing resulted in 
a computed cost of 12.52%. Compared to the expected 
after-tax costs under the lease, lease financing offers a prima 
facie advantage in this respect. Rates on long-term debt and 
preferred stock are currently higher, but the advantage does 
not turn on the precise assumptions that AP&L made in its 
calculations. It would persist through any reasonable varia- 
tions in rates of interest and costs of preferred and common 
stock. 


We realize that under the proposed lease AP&L may be ex- 
posed in the future to higher interest costs on Fuel Com- 
pany’s commercial paper or its Bank debt. But Objectors’ 
statement that AP&L is locked into these onerous contin- 
gencies overstates the case. As we have noted, should Fuel 
Company encounter financing difficulties in the future be- 
cause of serious disruption in the money market, this would 
not mature AP&L’s rental obligations under the lease. It 
might force AP&L to seek other arrangements, for which 
purpose the credit agreement and AP&L’s right under the 
lease to purchase the fuel at net cost provides a reasonable 
degree of flexibility. The possibility that unfavorable de- 
velopments might require AP&L at some time before the 
year 2014 to purchase, by refinancing, the nuclear fuel is 
a risk that AP&L is willing to assume, and the refinancing 
cost it might then incur it considers an acceptable contin- 
gency for such savings as are presently expected under the 
lease. There is, of course, the enduring hope that in the 
long run interest rates will decline. 


In considering the issue of risk raised by the Objectors, it 

is important to keep in mind the statutory limitations of 
this Commission’s tole in passing upon AP&L’s application. 
The Act does not bar financing of nuclear fuel by lease, 
and Section 10(b)(2) requires us to approve the proposed 
lease transaction unless ‘‘the consideration...is not reason- 
able.”’ In the case of a lease like that of AP&L, the con- 
sideration, aside from the burn-up charge, is measured by 
the cost of servicing the securities to be issued by Fuel 
Company, which passes on its costs to AP&L as rent. 


The word “reasonable” does not preclude the existence of 
more than one means to achieve the desired purpose. The 
choice between purchase and leasing is for the company to 
make. Our function is to assess that choice by determin- 
ing whether the costs and risks are not reasonable. These 
costs and risks, as we have said, turn on a question of judg- 
ment as to the course of both short-term and long-term 
roney markets between now and the year 2014. Undoubt- 
edly we could obtain, at a hearing, a wide range of expert 
opisi0i1s On these subjects, but we would not hear from 
anyone who really knows. 


We have also examined the application, particularly the 
lease ascee*. thereof, with respect to its effect on AP&L’s 
capitai struciure.10/ The expected cost savings on which 
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AP&L relies depend primarily on the Internal Revenue laws 
which afford full deductibility of intcrest and rental expen- 
ses. Such benefits, however, involve a corresponding uncon- 
ditional liability of AP&L to pay these charges. The Act 
requires registered systems to maintain an appropriate bal- 
ance of equity capital and this requirement cannot he avoid- 
ed by indiscriminate use of lease obligations. 


In connection with adoption of Rule 7(d), whicn deals with 
the status of lessors under the Act, we reviewed and re- 
ceived extensive public comment on the growing practice 
of acquiring utility facilities through leasing. In that con- 
nection we noted that nuclear fuel leasing differs in signifi- 
cant respect from the leasing of other types of utility assets 
and that it is in a formative and experimental stage.11/ 
Among the special characteristics is the fluctuating nature 
of the investment in such fuel, in which a large initial cost 
is rapidly amortized and periodically replaced with new in- 
vestment. We do not, therefore, regard the type of finan- 
cing which the lease provides as inappropriate, provided 
that it is contained within reasonable limits. 


The lease obligation here involved is not a disproportionate 
undertaking in terms of AP&L’s existing long-term debt 
and overall capital structure. If the $39 million maximum 
debt commitment of Fuel Company be regarded as in the 
nature of a long-term debt obligation of AP&L, such maxi- 
mum commitment would represent 7.5% of AP&L’s direct 
long-term debt as of December 31, 1973, including the 
commitment. Relating the lease commitment, in a similar 
manner, to AP&L’s total capitalization as of the same date, 
the commitment would amount to some 4% of total capital- 
ization. 


Objectors contend that AP&L’s wholesale rates, now the 
subject of a proceeding before the Federal Power Commis- 
sion (Docket No. E-8250), are in part predicated on the in- 
clusion of $26,108,473 of nuclear fuel in AP&L’s rate 
base.12/ They state that, if the leasing of that fuel is 
authorized by us, AP&L would continue to charge rates 
based on its former ownership of said fuel and, through its 
fuel adjustment clause, collect an additional rate to reim- 
burse it for the rental of the same fuel under the lease. 


The wholesale rate proceeding to which Objectors refer is 
still pending before the FPC, and they are parties thereto. 
The wholesale rates now being charged are interim rates, 
subject to refund. When AP&L filed the tariffs at issue, 
the nuclear fuel was not yet in service, and, if the transac- 
tion before us is consummated, the fuel will be sold by 
AP&L before it is placed in service. The extent to which 
nuclear fuel, whether owned or leased, is to be allowed for 
in fixing rates, and the manner in which such allowance 
shall be made, is committed to the appropriate rate agency, 
not to this Commission. Objectors can easily advise the 
FPC of the proposed leasing, and the FPC can take such 
action as it deems appropriate in the pending rate proceed- 
ing.13/ 


Approval of the lease arrangement in the proceeding before 
us will not affect the jurisdiction of the FPC or State Com- 
mission in this and other respects. 


We conclude that the lease transaction satisfies the appli- 
cable standards of the Act. A hearing, which Objectors 











re 








request, will serve no useful purpose, and the request for a 
hearing will be denied. 


!'T IS ORDERED, accordingly, that the application of 
AP&L, as amended, be, and it hereby is, granted, effective 
forthwith, subject to Rule 24 promulgated under the Act. 
The certificate under Rule 24 shall include copies of the 
definitive lease and related documents. The order herein 
granting the application shal! not affect the jurisdiction of 
any other regulatory agency with respect to accounts and 
rates; and 


IT IS FURTHER ORDERED that the request for a hearing 
be, and it hereby is, denied. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ A nuclear fuel core consists of assemblies of uranium 
oxide pellets and their containers, and associated compo- 
nents. 


2/ Holding Company Act Release No. 18276 (February 5, 
1974). 


3/ The Conway Corporation, City of Prescott, Benton Muni- 
cipal Light and Water Works, City of Memphis, The Farmers 
Electric Cooperative Corp., Hope Water & Light Commis- 
sion, Mississippi County Cooperative, Inc., City of North 
Little Rock. 


4/ The Base Rate is defined.as the higher of (a) the rate of 
interest charged by the Bank from time to time on 90-day 
commercial loans to its largest and most credit-worthy com- 
mercial customers, or (b) the average rate for prime paper 
placed through dealers as published by the Federal Reserve 
Bank of New York. 


5/ The credit agreement does not call for a compensating 
balance. In AP&L’s most recent short-term debt applica- 
tion (Holding Company Act Release No. 18354, April 2, 
1974), it reported that a compensating balance of 15% to 
20% would be required by out-of-state banks for prime 

rate loans of AP&L. This is equivalent to a rate of 117% to 
125% of prime without a compensating balance. 


_6/ The lowest figure was cited in an initial filing with the 
Federal Power Commission, subsequently amended to 
$8,265,182. However, these are identified as estimates of 
the charge in the first year of use. The rounded $9 million 
estimate is disclosed in footnote 10 to AP&L’s financial 
statement attached to the application in this proceeding, 
and was presented as an estimate of the cost for a normal 
year’s operation. 


7/ AP&L's ability to utilize these and other tax-deductible 
items arising under the lease will, of course, depend on the 
company’s overall tax situation at any particular time. For 
the case before us it is not necessary to speculate as to 
AP&L’s future tax situation, or to assume that the “‘after- 
tax’ costs computed by AP&L will apply continuously 
during the term of the lease. 


8/ Northeast Utilities, Holding Company Act Release No. 


Corporation, Holding Company Act Release Nos. 16997 

(February 10, 1971) and 17042 (March 21, 1971); Maine 
Yankee Atomic Power Company, Holding Company Act 

Release 17011 (February 23, 1971). 


9/ AP&L states that nuclear fuel is not bondable property 
under its mortgage indenture. 


10/ Section 10(b)(3) requires disapproval of an acquisition 
if “such acquisition will unduly complicate the capital 
structure of the holding-company system of the applicant 
or will be detrimenta! to the public interest or the interest 
of investors or consumers or the proper functioning of such 
holding-company system.” 


11/ Holding Company Act Release No. 17980 (May 31, 
1973), p. 3. 


12/ Under the Atomic Energy Act of 1954, nuclear material 
(as there defined) was owned by the AEC, which was 
authorized to lease the same to private licensees. Private 
ownership was first authorized in 1964, Public Law 88 - 
489, §5 (42 U.S.C. 2073). 


13/We are advised that APUL’s rate base was last consider- 
ed by the Arkansas Public Service Commission in 1957. But 
since AP&L now has a rate case pending before the Arkan- 
sas Commission, we expect the company to submit a copy 
of this Memorandum Opinion and Order to that State 
agency. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18443/June 6, 1974 


In the Matter of 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 78403 
(70-5498) 


ORDER AUTHORIZING INSTALLMENT PURCHASE 
OF POLLUTION CONTROL FACILITIES; EXCEPTION 
FROM COMPETITIVE BIDDING 


Central Power and Light Company, (““CP&L’’) an electric 
utility subsidiary company of Central and South West 
Corporation, a registered holding company, has filed an 
application-declaration, and amendments thereto, with 
this Commission pursuant to Sections 6(a), 7, 9(a)(1), 10, 
and 12(d) of the Public Utility Holding Company Act of 
1935 (““Act’’) and Rules 44(b)(3) and 50 promulgated 
thereunder regarding the following proposed transactions. 


CP&L states that in order to comply with applicable feder- 
al and state environmental control standards with respect 
to its Barney M. Davis Power Station presently under con- 
struction in Nueces County, Texas, it is necessary to con- 
struct certain air and water pollution control facilities 
(‘facilities’). To finance construction of the facilities, 
CP&L proposes to enter into an Installment Sale Agree- 
ment (“agreement”) with the Nueces County Navigation 
District No. 1 (“District’’), an instrumentality of the State 
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17786 (November 30, 1972); Vermont Yankee Nuclear Power 


of Texas. 


The agreement provides that CP&L will transfer to the Dis- 
trict CP&L’s interest in the facilities as they presently exist 
and that the District will reimburse CP&L for the cost of 
construction of the presently completed facilities. CP&L 
will then cause the construction of the facilities to be com- 
pleted for the District, the District reimbursing CP&L for 
the costs of construction to the extent funds are available 

in the construction fund created under an Indenture of 
Trust (“indenture”), as further described below. Upon com- 
pletion of the construction of the facilities, title to the 
facilities will automatically vest in CP&L, and CP&L will pay 
for the facilities through installments, as further described 
below. 


The District will finance the acquisition and construction of 
the facilities through the issue and sale of the District’s En- 
vironmental Improvement Revenue Bonds, to be issued 
initially in two series, denominated “Series 1974, Issue A 
Bonds” and “Series 1974, Issue B Bonds” (collectively, the 
“bonds”). The Issue A Bonds will be in a total principal 
amount of $8,825,000, the bond sale proceeds to be used 
to finance the cost of the water pollution control facilities. 
The Issue B Bonds will be in a total principal amount of 
$1,000,000, the bond sale proceeds to be used to finance 
the cost of air pollution control facilities. The bonds will 
be issued under the indenture between the District and a 
corporate trustee approved by CP&L; the bonds will be dated 
June 1, 1974, will bear interest semi-annually and will ma- 
ture June 1, 2004. The bonds are not redeemable prior to 
1984 except under certain circumstances. The bonds are 
subject to mandatory redemption beginning in 1990 in 
satisfaction of sinking fund provisions which will cause at 
least 25% in principal amount of the bonds to be retired 
prior to maturity. 


The proceeds from the sale of the bonds (except as other- 
wise required by the indenture) will be deposited in a con- 
struction fund created under the indenture, and costs of 
acquisition and construction of the facilities will be reim- 
bursed to CP&L out of funds in the construction fund. In 
the event amounts in the construction fund are insufficient 
to pay all costs of the facilities, the agreement obligates 
CP&L to pay all additional amounts. 


The agreement contains an unsecured commitment by 
CP&L to pay the District the purchase price for the facilities 
in installments. The installments will be sufficient to enable 
the District to pay principal, interest, sinking fund and re- 
demption premium requirements with respect to the bonds. 


CP&L states that it is contemplated that the bonds will be 
sold by the District pursuant to arrangements between the 
District and Blyth Eastman Dillon & Co., Inc., as under- 
writer. It is expected that the terms of the bonds, includ- 
ing sale price and interest rate, will be agreed upon on or 
about June 11, 1974, that a public offering of the bonds 
will be made by the underwriter, and that delivery and pay- 
ment for the bonds will be made on July 10, 1974. CP&L 
will not be a party to the Bond Purchase Agreement, pursu- 
ant to which the underwriter will purchase the bonds from 
the District, but the Bond Purchase Agreement provides 
that the terms of the bonds and of the indenture will be 
satisfactory to CP&L. 
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CP&L states that counsel states they are prepared to give a 
legal opinion that interest on the bonds will be exempt from 
federal income taxation. CP&L states that it has been ad- 
vised that similar tax-exempt bonds have historically carried 
an annual interest rate approximately 14% to 2%% lower 
than comparable taxable long-term bonds. 







CP&L requests exception from the competitive bidding re- 
quirements of Rule 50 pursuant to clause (a)(5) thereof for 
the Issuance of the Installment Sale Agreement. 


The record is incomplete with regard to fees and expenses 
to be incurred in connection with the proposed transaction. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18410), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and tht it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application-declaration, as amended, be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be and it hereby is granted and permitted 
to become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act, and subject further to the reservations of jurisdiction 
ordered below. 


IT 1S FURTHER ORDERED that jurisdiction be and here- 
by is reserved with respect to the payment of the purchase 
price of the facilities by installment payments insofar as 
such payments are affected by the effective interest rate or 
rates of the bonds to be issued and sold by the District, 
and 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with regard to fees and expenses to be 
incurred in connection with the proposed transaction. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18444/June 7, 1974 


In the Matter of 
OHIO POWER COMPANY 


Canton, Ohio 44701 
(70-5350) 







SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF NOTES TO BANKS AND COMMERCIAL 












d 





PAPER DEALERS. 


Ohio Power Company (“Ohio”), an electric utility subsidi- 
ary company of American Electric Power Company, Inc., 
a registered holding company, has filed with this Commis- 
sion a fourth post-effective amendment to its application 
in this proceeding pursuant to Section 6(b) of the Public 
Utility Holding Company Act of 1935 (“Act”), regarding 
tne following proposed transactions. 


By orders dated June 29, 1973, September 18, 1973, and 
April 8, 1974 (Holding Company Act Release Nos. 18018, 
18100, and 18367) the Commission granted Ohio's appli- 
cation requesting that until December 31, 1974, the ex- 
emption from the provisions of Section 6(a) of the Act 
afforded to it by the first sentence of Section 6(b) of the 
Act, relating to the issue of short-term notes, be increased 
to the extent necessary to cover the issuance and sale of 
notes to banks and to dealers in commercial paper in an ag- 
gregate amount not to exceed $215,000,000 outstanding at 
any one time, including short-term notes presently outstand- 
ing. The notes are to be issued from time to time prior to 
December 31, 1974, as funds are required, provided that 
none of the notes will mature later than June 30, 1975. 


Ohio now proposes to issue and sell such short-term notes in 
an aggregate amount of $20,000,000 to Manufacturers Han- 
over Trust Company and $10,000,000 to Morgan Guaranty 
Trust Company. Ohio will be required to maintain com- 
pensatory bank balances of 5% of the amount of the bank 
line made available by Manufacturers Hanover Trust Com- 
pany and additional compensating balances of 10% on the 
amount of any borrowings. If the full amount were bor- 
rowed from Manufacturers Hanover Trust Company, the 
effective interest cost to Ohio of the issuance and sale of 
such notes to Manufacturers Hanover Trust Company would 
be approximately 2% above the current prime commercial 
rate of 11-3/4%, or 13-3/4%. Ohio will not be required to 
maintain additional compensating bank balances at Morgan 
Guaranty Trust Company in connection with the availability 
of the above loan, but it would be required to maintain com- 
pensating balances of 10% on the actual borrowings. Ohio 
believes that the total compensating balance requirements 

in connection with actual loans from Morgan Guaranty 

Trust Company will aggregate approximately 15%: under 
these conditions, the effective cost to Ohio of the issuance 
and sale of notes to Morgan Guaranty Trust Company would 
be approximately 2% above the current prime commercial 
rate of 11-3/4%, or 13-3/4%. No change is being requested 
in the total amount of short-term borrowings that the Com- 
mission has authorized Ohio to incur. 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tions. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 
the interest of investors and consumers that said applica- 
tion, as now amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as now 






amended, be, and it hereby is, granted forthwith, subject 
to the terms and conditions prescribed in Rule 23 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18445/June 7, 1974 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 
(70-5332) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF NOTES TO BANKS 


Indiana & Michigan Electric Company (“1&M"’), an elec- 
tric utilizy subsidiary company of American Electric Power 
Company, Inc., a registered holding company, has filed 
with this Commission a post-effective amendment to its 
application in this proceeding pursuant to Section 6(b) of 
the Public Utility Holding Company Act of 1935 (““Act’’) 
and Rule 50 (a)(5) promulgated thereunder regarding the 
following proposed transactions. 


By order dated June 29, 1973 (Holding Company Act Re- 
lease No. 18014), the Commission, among other things, 
authorized the issue and sale of short-term notes by 1&M to 
29 banks in an aggregate amount up to $18,015,000 out- 
standing at any one time. At the time of said order, the 
maximum amount of short-term indebtedness which |&M 
could incur at any one time could not exceed $125,000,- 
000. 


1&M now proposes to issue and sell such short-term notes 
to 32 banks in an aggregate amount of $20,137,500. Each 
note payable to a bank to be issued by 1&M will be dated 
as of the date of the borrowing which it evidences and will 
mature not more than 270 days after the date of issuance 
or renewal thereof. The notes will be issued from time to 
time prior to December 31, 1974, as funds are required, 
provided that none of the notes will mature later than 
June 30, 1975. 


Each note will bear interest no greater than the prime rate 
of commercial banks at the time of issuance or in effect 
from time to time and will be prepayable at any time with- 
out premium or penalty. It is stated that 1&M will not pay 
any fees or charges to any of such banks in connection with 
the issuance and sale of the notes. Sufficient bank balances 
to meet operating and financial needs are kept at the banks 
to satisfy any compensating balance requirements of such 
banks in connection with the borrowings. If the average of 
such bank balances were maintained solely in order to ful- 
fill the prevailing compensating balance requirements of 
such banks, generally between 15% and 20%, the effective 
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interest cost to 1&M of issuance and sale of such notes to 
banks, assuming a 11.5% prime interest rate, would range 
between 13.53% and 14.38%. 


The proceeds from the issue and sale of the notes will be 
used by 1&M to repay short-term debts presently outstand- 
ing, to pay part of the cost of its future construction pro- 
gram, and for other corporate purposes. Such construction 
expenditures for 1974 is estimated to total $150,000,000. 
The application states that, unless otherwise authorized by 
the Commission, all of the short-term debt of 1&M will be 
retired prior to June 30, 1975, from internal cash resources, 
debt or equity financing, or cash capital contributions. 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tions. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 
the interest of investors and consumers that said application, 
as now amended, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as now 
amended, be, and it hereby is, granted forthwith, subject to 
the terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Reaula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8371/June 3, 1974 


In the Matter of 


SOURCE CAPITAL, INC. 
1888 Century Park East 
Los Angeles, California 90067 


and 


THE COMPUTER EXCHANGE, INC. 
11 Grace Avenue 

Great Neck, New York 11021 
(812-3619) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 


SECTION 17(b) OF THE ACT EXEMPTING TRANSAC- 
TION FROM SECTION 17(a) OF THE ACT 
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NOTICE IS HEREBY GIVEN that Source Capital, Inc. 
(“Source Capital’’), a closed-end, diversified management 
investment company registered under the Investment Com- 
pany Act of 1940 (““Act’’), and The Computer Exchange, 
Inc. (“Computer Exchange”), a Delaware corporation 
(collectively ““Applicants’”’), have filed an application for an 
order of the Commission, pursuant to Section 17(b) of the 
Act, exempting from Section 17(a) of the Act the proposed 
repurchase by Computer Exchange from Source Capital of 
175,000 shares of Computer Exchange Common Stock (the 
“Shares’’) and warrants to purchase an additional 75,000 
shares of Computer Exchange Common Stock (the ‘‘War- 
rants’) for an aggregate purchase price of $100,000. All 
interested persons are referred to the application on file 
with the Commission for a statement of the representations 
made therein, which are summarized below. 


Pursuant to an agreement dated January 31, 1969 (the 

“ Agreement”) between Source Capital and Computer Ex- 
change, a company primarily engaged in the purchase and 
sale of used computers and related equipment, Source 
Capital purchased the Shares and Warrants for an aggregate 
purchase price of $1,500,000. The Agreement granted to 
Source Capital the right to require Computer Exchange to 
register under the Securities Act of 1933 (“Securities Act’) 
the Shares, the Warrants, and shares issued upon exercise of 
the Warrants. 


The Shares represent approximately 20% of the outstanding 
Computer Exchange and Source Capital are “affiliated per- 
sons” as that term is defined in Section 2(a)(3) of the Act. 
Apart from Source Capital’s ownership of the Shares and 
Warrants, Applicants represent that there is no relationship 
between Computer Exchange and Source Capital. 


Source Capital’s management states the repurchase is in the 
best interests of Source Capital in that the repurchase price 
is approximately equal to its estimate of the value of the 
Shares and Warrants and permits the liquidation of its in- 
vestment without the attendant costs and market risks of 
alternative dispositions. Source Capital also states that it 
will not incur any underwriting or brokerage commissions 
or expenses. Source Capital and Computer Exchange will 
each pay one-half of the out-of-pocket expenses of the 
other party in connection with the transaction to a maxi- 
mum of $5,000. Source Capital represents that the pro- 
posed transaction is consistent with its investment policies. 











Computer Exchange’s management states that the repurchase 


of the Shares and Warrants is in its best interests and that of 
its shareholders because (1) Computer Exchange would 
thereby avoid the substantial expense of registration of the 
Shares and Warrants under the Securities Act as well as the 
substantial and continual expense and burden it would be 
contractually obligated to incur in keeping a registration 
statement current with respect to the Warrants and Shares 
issuable upon exercise thereof; (2) the proposed transaction 
would serve to avoid the disorderly impact in the over-the- 
counter market which might result from the offering of the 
Shares and Warrants; and (3) Computer Exchange is pre- 
sently in a favorable position to pay the price for the Shares 
and Warrants, a price substantially less than originally re- 
ceived by Computer Exchange. 


Computer Exchange Common Stock is traded in the over- 






































the-counter market. The following table, as set forth in the 
application, shows the high and low bid prices and the high 
and low asked prices of Computer Exchange Stock as report- 
ed by the National Quotation Bureau, Inc. for the periods 
indicated. 





High Low High Low 
Bid Bid Asked Asked 
1971 
First Quarter 6-3/8 3-5/8 7 4-1/8 
Second Quarter 6 4-5/8 61/2 51/8 
Third Quarter 5-1/2 2-5/8 6 3-3/8 
Fourth Quarter 3-1/4 1-1/4 33/4 1-3/4 
1972 
First Quarter 2-3/8 1-1/4 2-7/8 1-3/4 
Second Quarter 2-7/8 1-3/4 33/8 2-1/4 
Third Quarter 1-3/4 1-1/8 2-1/4 1-3/4 
Fourth Quarter 1-1/4 1/2 1-1/2 1 
1973 
First Quarter 3/4 1/2 1-1/4 7/8 
Second Quarter 3/4 3/8 1-1/4 7/8 
Third Quarter 5/8 1/8 1 1/2 
Fourth Quarter 1/2 1/8 7/8 3/8 
1974 
January 3/8 1/4 3/4 3/4 


On February 20, 1974, the bid and asked quotations for 
Computer Exchange Stock were reported to be 1/4 and 3/4 
respectively. There is no public market for the Warrants. 


Applicants also represent that the terms of the proposed re- 
purchase of the Shares and Warrants by Computer Exchange 
is the result of arms-length negotiation and is preferable to 
the alternative dispositions which may otherwise be under- 
taken. Applicants further represent that the proposed re- 
purchase is reasonable and fair and does not involve over- 
reaching on the part of any person concerned and that the 
transaction is consistent with the general purposes of the 
Act. 


Section 17(a) of the Act, as here pertinent, makes it unlaw- 
ful for an affiliated person of a registered investment com- 
pany, acting as principal, to sell to or purchase from such 
registered investment company any securities or other 
property. Section 17(b) of the Act provides that the Com- 
mission, upon application, may exempt a proposed tran- 
saction from the provisions of Section 17(a) if the evidence 
established that the terms of the proposed transaction, in- 
cluding the consideration to be paid or received, are reason- 
able and fair and do not involve overreaching on the part of 
any person concerned and that the proposed transaction is 
consistent with the policy of such investment company and 
the general purposes of the Act. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, not later than June 26, 1974, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 





Secretary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Applicants at the addresses stated above. Proof of 
such service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, on order disposing of 

the application will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to whether a hear- 
ing is ordered, will receive notice of further developments 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Geroge A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8372/June 3, 1974 


In the Matter of 


HIGHLAND CAPITAL CORPORATION 
c/o Mr. Edwin Robbins, President 


MARATHON SECURITIES CORPORATION 
c/o Mr. Edwin Robbins, President 


MR. WALTER SCHEUER 
MR. EDWIN ROBBINS 


MR. LOUIS SHORENSTEIN 
20 Exchange Place 
New York, New York 10005 


GAYMARK ASSOCIATES 
c/o Mr. Edwin Robbins 

74 Westview Road 

Short Hills, New Jersey 07078 
(812-3498) 


NOTICE OF AND ORDER FOR HEARING ON APPLI- 
CATION UNDER SECTIONS 17(b) AND 17(d) AND 
RULE 17d-1 THEREUNDER AND PURSUANT TO SEC- 
TION 6(c) FOR EXEMPTION FROM SECTION 17(e)(1) 


Highland Capital Corporation (“Highland”) and Marathon 
Securities Corporation (‘Marathon’), Delaware corpora- 
tions registered under the Investment Company Act of 
1940 (‘‘Act’’) as closed-end investment companies, Messrs. 
Walter Scheuer, Edwin Robbins and Louis Shorenstein and 
Gaymark Associates (hereinafter collectively referred to as 
“Applicants’”’) have filed a joint application pursuant to 
Sections 6(c), 17(b), and 17(d) of the Act and Rule 17d-1 
thereunder for an order exempting from Section 17(a) and 
permitting under Section 17(d) and Rule 17d-1 thereunder 
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the merger of two affiliated investment companies, and ex- 
empting from Section 17(e)(1) the continued receipt of 
salaries from both companies by common officers of both 
companies until consummation of the merger. 


The Commission, on January 31, 1973, issued a notice of the 
filing of said application (Investment Company Act Release 
No. 8211). The notice, which is incorporated herein by 
reference, gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion might be issued upon the basis of the information stated 
therein, unless a hearing should be ordered. 


Certain interested persons have filed a request for a hearing. 
It appears to the Commission that it is appropriate in the 
public interest and consistent with the protection of investors 
to hold a hearing with respect to said application. 


IT IS ORDERED, pursuant to Section 40(a) of the Act, that 
a hearing on said application under the applicable provisions 
of the Act and the Commission rules thereunder be held on 
Monday, July 15, 1974 at 10:00 a.m., in the offices of the 
Securities and Exchange Commission, 500 North Capitol 
Street, N.W., Washington, D.C. 20549. At such time, the 
Hearing Room Clerk will advise as to the room in which such 
hearing will be held. Any person desiring to be heard or 
otherwise wishing to participate in the proceeding is directed 
to file with the Secretary of the Commission his application 
as provided by Rule 9(c) of the Commission’s Rules of 
Practice, on or before the date provided in the Rule, setting 
forth any issues of law or fact which he desires to contro- 
vert, or any additional issues which he deems raised by this 
Notice and Order or by said application. Persons filing an 
application to participate or be heard will receive notice of 
any adjournment of the hearing as well as other actions of 
the Commission involving the subject matter of these pro- 
ceedings. 


IT IS FURTHER ORDERED that any officer or officers of 
the Commission designated by it for that purpose shall pre- 
side at said hearing. The officer so designated is hereby 
authorized to exercise all the powers granted to the Com- 
mission under Sections 41 and 42(b) of the Act and to an 
Administrative '.aw Judge under the Commission's Rules 
of Practice. 


The Division of Investment Management Regulation has ad- 
vised the Commission that it has made a preliminary examin- 
ation of the application and that upon the basis thereof the 
following matters and questions are presented for considera- 
tion without prejudice to its specifying additional matters 
and questions upon further examination: 


(1) Whether the terms of the proposed transaction, includ- 
ing the consideration to be paid or received, are reasonable 
and fair and do not involve overreaching on the part of any 
person concerned; 


(2) Whether the proposed transaction is consistent with the 
policies of Highland and Marathon, as recited in their regis- 
tration statements and reports filed under the Act; 


(3) Whether the proposed transaction is consistent with the 
general purposes of the Act; 


(4) Whether the participation of Highland and Marathon 
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in such transaction on the basis proposed is consistent with 
the provisions, policies and purposes of the Act, and the ex- 
tent to which the participation of Highland and Marathon is 
on a basis different from, or less advantageous than, that of 
other participants; 


(5) Whether Marathon’s distributions of cash and securities 
to its shareholders in 1972 and 1973 call into question the 
stated purposes for the proposed merger: (a) making pos- 
sible meaningful operating economies for the combined en- 
tity; (b) improving the viability of the continuing company; 
and (c) enhancing the marketability of the securities of the 
continuing company; and 


(6) Whether the securities in the portfolios of Marathon 
and Highland were properly valued. 


IT IS FURTHER ORDERED that at the aforesaid hearing 
attention should be given to the foregoing matters. 


IT IS FURTHER ORDERED that the Secretary of the Com- 


mission shall give notice of the aforesaid hearing by mailing 
a copy of this Notice and Order by registered mail to the 
Applicants and to the persons who have requested a hearing; 
that notice to all other persons be given by publication of 
this Notice and Order in the Federal Register; and that a 
general release of this Commission in respect of this Notice 
and Order be distributed to the press and mailed to the 
mailing list for release. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8373/June 3, 1974 


In the Matter of 


EXTRACTABLE RESOURCES, INC. 
1411 Walnut Street 

Philadelphia, Pennsylvania 19102 
(812-3629) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF EX- 
EMPTION FROM SECTIONS 15(a) AND 16(a) OF THE 
ACT 


NOTICE IS HEREBY GIVEN that Extractable Resources, 
Inc. (““Applicant’’), a diversified, closed-end management 
investment company which intends to propose to its share- 
holders.in 1975 that the company should become an apen- 
end investment company for purposes of redemption,/has 
filed an application pursuant to Section 6(c) of the Invest- 
ment Company Act of 1940 (the ““Act”), for an order of 
exemption from Sections 15(a) and 16(a) of the Act to the 
extent necessary to permit Vestaur Corporation, a wholly- 
owned subsidiary of the First Pennsylvania Corporation, a 
bank holding company, to serve as investment adviser of 
the Applicant pursuant to a written investment advisory 
contract approved by the Applicant’s Board of Directors 
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without the prior approval of the stockholders of the Ap- 
plicant, and to permit directors of Applicant to serve as di- 
rectors without having been elected to such position by the 
stockholders of the Applicant, such exemptions to be effec- 
tive until the first meeting of stockholders to be held within 
180 days after the effective date of Applicant’s Form S-4 
Registration Statement filed under the Securities Act of 
1933 (“1933 Act”). All interested persons are referred to 
the application on file with the Commission for a statement 
of the representations made therein, which are summarized 
below. 


Applicant presently has no stockholders. It proposes to 
issue up to 4,840,000 shares of its Common Stock when its 
1933 Act Registration Statement becomes effective. Ap- 
plicant proposes to enter into an agreement with Vestaur 
Corporation under which that company will serve as invest- 
ment adviser of the Applicant. 


Section 15(a) of the Act provides that ‘’[i] t shall be unlaw- 
ful for any person to serve or act as investment adviser of a 
registered investment company, except pursuant to a written 
contract, which...has been approved by the vote of a major- 
ity of the outstanding voting securities of such registered in- 
vestment company...."’ Section 16(a) of the Act provides, 
with limited exceptions not here applicable, that “‘[n] p per- 
son shall serve as a director of a registered investment com- 
pany unless elected to that office by the holders of the out- 
standing voting securities of such company, at an annual or 
aspecial meeting duly called for that purpose....’” Inas- 

much as the Applicant has not had any stockholders to date, 
the present Board of Directors of the Applicant has not been 
elected by the stockholders. 


Applicant represents that the proposed investment advisory 
contract will comply with the provisions of the Act in all 
respects, except that the adviser will initially serve as such 
before the advisory contract has been approved by the 
stockholders as provided in Section 15(a) of the Act. Ap- 
plicant also represents that the persons serving as directors 
of the Applicant will meet all of the requirements of the 
Act, except that they will serve initially without having 
been elected to that office by the stockholders as provided 
by Section 16(a) of the Act. 


Applicant states that at the meeting of stockholders to be 
held within 180 days of effectiveness of the Registration 
Statement on Form S-4, the investment advisory contract 
will be presented for approval and the entire Board of Di- 
rectors will stand for election. Applicant also states that 

as to the period prior to such meeting, the prospectus used 
by the Applicant in connection with the sale of its shares 
pursuant to the 1933 Act will contain full appropriate in- 
formation concerning the investment advisory contract and 
the directors. 


Section 6(c) of the Act authorizes the Commission to ex- 
empt any person, security or transaction, or any class or 
Classes of persons, securities or transactions, from any pro- 
vision or provisions of the Act or of any rule or regulation 
thereunder if and to the extent that such exemption is 
necessary or appropriate in the public interest and consis- 
tent with the protection of investors and the purposes fair- 
ly intended by the policies and provisions of the Act. 


Applicant submits that the proposed postponement of 


formal shareholder action on the approval of the invest- 
ment advisory contract and the selection of the Applicant's 
directors is reasonable and fair and the exemptions re- 
quested are necessary or appropriate in the public interest 
and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of the 
Act. 


NOTICE IF FURTHER GIVEN that any interested person 
may, not later than June 25, 1974, at 5:30 p.m., submit to 
the Commission in wirting a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or such person 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request, 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon Applicant at the address stated above. 
Proof of such service (by affidavit, or in the case of an at- 
torney-at-law, by certificate) shall be filed contemporane- 
ously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following June 25, 1974, unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8374/June 3, 1974 


In the Matter of 


BACHE & CO. INCORPORATED 
100 Gold Street 

New York, New York 10038 
(812-3637) 


NOTICE OF APPLICATION FILED PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF EX- 
EMPTION FROM SECTION 30(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that Bache & Co. Incorpor- 
ated, a registered broker-dealer corporation with its prin- 
cipal office at 100 Gold Street, New York, New York 
10038 (the “Applicant’’), in connection with a proposed 
public offering of shares of Common Stock of Extractable 
Resources, Inc. (the ‘““Company”’), a registered, diversified, 
closed-end management inve.iment company that intends 
to propose to its shareholders in 1975 that the Company 
should become an open-end investment company for pur- 
poses of redemption and also intends to have as its invest- 
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ment adviser the Vestaur Corporation (‘‘Adviser”), a wholly- 
owned subsidiary of the First Pennsylvania Corporation, a 
bank holding company, has filed an application pursuant to 
Section 6(c) of the Investment Company Act of 1940 (the 
“Act’’) for an order exempting Applicant and its co-under- 
writers from Section 30(f) of the Act, which incorporates 
Section 16 of the Securities Exchange Act of 1934 ("Ex- 
change Act”), with respect to their transactions incidental 
to the distribution of Company shares. All interested per- 
sons are referred to the application on file with the Com- 
mission for a statement of the representations therein, 
which are summarized below. 


Applicant and Harris, Upham & Co. Incorporated, 120 
Broadway, New York, New York 10005, are the prospec- 
tive representatives (the “‘Representatives”’) of a group of 
underwriters (the ‘““Underwriters’”’) being formed in connec- 
tion with the above-mentioned public offering. 


Shares of the Company are to be purchased by the Under- 
writers pursuant to an Underwriting Agreement (the ““Un- 
derwriting Agreement’’) to be entered into between the 
Underwriters, represented by the Representatives, and the 
Company. It is also contemplated that one or more dealers 
will offer and sell certain of the shares and in connection 
with such offer and sale, each such dealer will execute a 
Selected Dealers Agreement. It is intended that the several 
Underwriters will make a public offering of all the Company 
shares which such Underwriters are to purchase under the 
Underwriting Agreement at the price therein specified, as 
soon on or after the effective date of the Company’s Regis- 
tration Statement on Form S-4 (the “Registration State- 
ment”) as the Representatives deem advisable, and such 
shares are initially to be offered to the public at a per share 
public offering price and subject to underwriting commis- 
sions to be specified in the prospectus (the “‘Prospectus”’) 
incorporated in the Registration Statement at the time the 
Registration Statement becomes effective under the Securi- 
ties Act of 1933, as amended. Although 4,840,000 shares 
have been included for registration in the Registration State- 
ment, the actual number of shares which may be the sub- 
ject of the proposed public offering may be increased or de- 
creased by the Representatives and the Company shortly be- 
fore the effective date of the Registration Statement and the 
proposed public offering, depending upon market conditions 
and other factors and the exercise of an overallotment elec- 
tion granted to the Underwriters. 


The underwriting commitment of any one or more of the 
Underwriters, including each of the Representatives, may 
exceed 10% of the aggregate number of shares of the Com- 
pany’s Common Stock to be outstanding after the purchase 
by the several Underwriters pursuant to the Underwriting 
Agreement or upon the completion of the initial public 
offering or at some interim time. In addition to purchases 
of shares from the Company and sales of shares to custom- 
ers, there may also be the usual transactions of purchase or 
sale incident to a distribution, such as stabilizing purchases, 
purchases to cover overallotments or other short positions 
created in connection with such distribution, and sales of 
shares purchased in stabilization. Since Section 30(f) of 
the Act subjects every person who is directly or indirectly 
the beneficial owner of more than 10% of any class of out- 
standing securities of the Company to the same duties and 
liabilities as those imposed by Section 16 of the Exchange 
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Act in respect of their transactions in certain securities, 
such Underwriter or Underwriters may, accordingly, be- 
come subject to the filing requirements of Section 16(a) of 
the Exchange Act and, upon resale of the shares purchased 
by them to their customers, become subject to the obliga- 
tions imposed by Section 16(b) of the Exchange Act. 


However, Rule 16b-2 under the Exchange Act exempts 
certain transactions in connection with a distribution of 
securities from the operation of Section 16(b) of that Act. 
Applicant states that the purpose of the purchase of the 
shares by the Underwriters will be for resale in connection 
with the initial distribution of the shares and that such pur- 
chases and sales, therefore, will be transactions effected in 
connection with a distribution of a substantial block of se- 
curities within the purpose and spirit of Rule 16b-2. 
Nevertheless, the Underwriters may fail to meet the re- 
quirement for exemption from Section 16(b) stated in 
Rule 16b-2(a)(3), i.e., that the aggregate participation of 
persons not within the purview of Section 16(b) of the Ex- 
change Act must be at least equal to the participation of 
persons receiving the exemption under Rule 16b-2, be- 
cause One or more of the Underwriters who, pursuant to 
the Underwriting Agreement, may purchase more than 10% 
of the shares of the Company, may be obligated to pur- 
chase more than 50% of the shares of the Company being 
offered. 


Applicant states that,prior to the initial distribution of the 
shares, the Company will have no assets, other than cash, 
or business of any sort, and all material facts with respect 
to the Company will be set forth in the prospectus pursu- 
ant to which the shares will be offered and sold. Except 
for Charles J. Anderson, Jr., who is a First Vice President 
and Director of the Harris, Upham & Co. Incorporated and 
a Director of the Company, no director or officer of the 
Applicant or of Harris, Upham & Co. Incorporated, is a di- 
rector or officer of either the Company or the Adviser, and 
Applicant states that it does not anticipate that any part- 
ner, director, or officer of any other Underwriter will be a 
director or officer of the Company or the Adviser. 


Applicant submits that the requested exemption from the 
provisions of Section 30(f) of the Act is necessary or appro- 
priate in the public interest and consistent with the protec- 
tion of investors and purposes fairly intended by the policy 
and provisions of the Act. Applicant further contends that 
the transactions sought to be exempted cannot lend them- 
selves to the practices Section 16(b) of the Exchange Act 
and Section 30(f) of the Act were enacted to prevent. 


Section 6(c) of the Act authorizes the Commission to ex- 
empt any person, security or transaction, or any class or 
classes of persons, securities, or transactions from any pro- 
vision or provisions of the Act or of any rules promulgated 
thereunder if and to the extent that such exemption is 
necessary or appropriate in the public interest and consis- 
tent with the protection of investors and the purposes fair- 
ly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 25, 1974, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on this 

matter accompanied by a statement as to the nature of his 
or her interest, the reason for such request, and the issues, 

















if any, of fact or law proposed to be controverted, or he or 
she may request that he or she be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from the 


point of mailing) upon Applicant at the address stated above. 


Proof of such service (by affidavit, or in case of an attorney- 
at-law, by certificate) shail be filed contemporaneously with 


the request. As provided by Rule 0-5 of the Rules and Regu- 


lations promulgated under the Act, an order disposing of the 
application herein will be issued as of course following June 
25, 1974, unless the Commission thereafter orders a hear- 
ing upon request or upon the Commission’s own motion. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive notice of further devel op- 
ments in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8375/June 4, 1974 


In the Matter of 


THE SAGITTARIUS FUND, INC. 
375 Park Avenue 

New York, New York 10022 
(812-3642) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
22(e)(3) OF THE ACT AND ORDER GRANTING TEMP- 
ORARY RELIEF 


NOTICE IS HEREBY GIVEN that The Sagittarius Fund, 
Inc. (“Applicant”), a diversified, open-end, management 
investment company registered under the Investment Com- 
pany Act of 1940 (the “‘Act’’), has filed an application for 
an order pursuant to Section 22(e)(3) of the Act permit- 
ting (a) suspension of the right of redemption of Applicant's 
outstanding redeemable securities; and (b) suspension of 
payment for shares already submitted for redemption for 
which payment has not been made, such order to continue 
until either: 


(1) 10 days after Applicant gives the Commission notice of 
intention to resume redemptions and payments therefor, or 


(2) 30 days from the date of the order or until such later 
time as the Commission shall by order determine upon an 
application filed in good faith by the Applicant demonstrat- 
ing the necessity for the continued suspension. 


All interested persons are referred to the application on file 
with the Commission for a statement of the representations 
contained therein which are summarized below. 


Applicant states that on May 10, 1974, Applicant discovered 
that one of its officers had apparently converted a substan- 
tial amount of its funds. This officer, who was also an offi- 
cer and employee of Applicant’s investment adviser, had 
been entrusted with the responsibility of maintaining Appli- 
cant’s books and records on a day-to-day basis. Applicant 
has cause to believe that the books and records kept by the 
officer may not accurately reflect the net asset value of 
Applicant due to concealment of the above-described con- 
versions. Applicant is currently undertaking a full audit of 
its accounts, books and records to determine the amount 
of assets converted and the amount by which Applicant's 
net asset value was adjusted to conceal such conversions. 


Applicant has notified the bonding company which has a 
bond outstanding covering dishonesty on the part of In- 
vestment Adviser’s or Applicant’s employees and is attempt- 
ing to ascertain the applicability, if any, of that policy to 
any loss arising from the above-described events. 


Applicant submits that, in view of the matters set forth 
above, it is not reasonably practicable for Applicant fairly 
to determine the value of its net assets within the meaning 
of Section 22(e)(2)(B), and that, therefore, it is impossible 
for Applicant properly to compute its net asset value per 
share. 


Section 22(e)(3) of the Act provides that the Commission 
may, by order, for the protection of the security holders of 
the company, permit a registered investment company to 
suspend the right of redemption, or postpone the date of 
payment or satisfaction upon redemption of any redeem- 
able security. 


Applicant also requests that the Commission issue, together 
with this notice, a temporary order permitting (a) suspen- 
sion of the right of redemption of Applicant’s outstanding 
redeemable securities and (b) suspensionof payment for 
shares which have been submitted for redemption but for 
which payment has not been made, such order to continue 
in effect until further action is taken by the Commission. 


The Commission has considered the matter and hereby finds, 
on the basis of the information stated in the application, 

and in view of the nature of the application, that it is neces- 
sary for the protection of security holders of the Applicant 
that there be issued, together with the notice of the applica- 
tion, a temporary order permitting the suspension of the 
right of redemption and the postponement of payment un- 
til further order of the Commission. Accordingly, 


IT IS ORDERED, pursuant to Section 22(e)(3) of the Act, 
that Applicant be, and is, hereby, permitted until further 
order of the Commission (1) to suspend the right of redemp- 
tion of its outstanding redeemable securities and (2) to sus- 
pend payment for shares which have been submitted for re- 
demption and on which payment has not been made prior 
to this date. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 1, 1974, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request 
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that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon the Applicant at the address stated above. Proof of 
such service (by affidavit or, in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of the 
matter will be issued as of course following July 1, 1974, 
unless the Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Persons who 
request a hearing or advice as to whether a hearing is order- 
ed will receive notice of further developments in this matter, 
including the date of the hearing (if ordered) and any post- 
ponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8376/June 5, 1974 


In the Matter of 


GENERAL ELECTRIC OVERSEAS CAPITAL CORPORA- 
TION 

570 Lexington Avenue 

New York, New York 10022 

(812-3568) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 


EXEMPTING APPLICANT FROM CERTAIN PROVISIONS 


OF RULE 6c-1 


On May 8, 1974 a notice was issued (Investment Company 
Act Release No. 8345) of the filing of an application by 
General Electric Overseas Capital Corporation (“Appli- 
cant”), a wholly owned finance subsidiary of General Elec- 
tric Company (“GE”), pursuant to Section 6(c) of the In- 
vestment Company Act of 1940 (“Act”) for an order 
exempting it from the provision of subparagraph (b) (7) of 
Rule 6c-1 under the Act which requires that 90% of Appli- 
cant’s assets must be invested in or loaned to companies at 
least 10% of the equity securities of which are, or at the 
completion of the investment will be, owned directly or in- 
directly by GE. Applicant is seeking a reduction of that 
requirement from 90% to 60%. The notice gave interested 
persons an opportunity to request a hearing and stated that 
an order disposing of the application might be issued upon 
the basis of the information stated in the application unless 
a hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of inves- 
tors and the purposes fairly intended by the policy and pro- 
visions of the Act. Accordingly, 
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iT iS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Rule 
6c-1 under the Act, to the extent requested, be, and hereby 
is, granted, effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8377/June 5, 1974 


In the Matter of 


THE COLONIAL FUND, INC. 
75 Federal Street 
Boston, Massachusetts 02110 


COLONIAL GROWTH SHARES, INC. 
75 Federal Street 
Boston, Massachusetts 02110 


STATE MUTUAL LIFE ASSURANCE COMPANY OF 
AMERICA 

440 Lincoln Street 

Worcester, Massachusetts 01605 


TERRA CHEMICALS INTERNATIONAL, INC. 
507 Sixth Street 
Sioux City, lowa 51101 


and 


DIAMOND SHAMROCK CORPORATION 
1100 Superior Avenue 

Cleveland, Ohio 44114 

(812-3638) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 17(d) AND RULE 17-1 
THEREUNDER 


NOTICE IS HEREBY GIVEN that State Mutual Life Assur- 
ance Company of America (the “Insurance Company”), and 
The Colonial Fund, Inc. (“Colonial”) and Colonial Growth 
Shares, Inc. (“Colonial Growth”) (collectively the “Funds”), 
open-end investment companies registered under the Invest- 
ment Company Act of 1940 (“Act”), Terra Chemical Inter- 
national, inc. (“Terra”), and Diamond Shamrock Corpora- 
tion (“Diamond”), (hereinafter collectively referred to as 
"Applicants”), have filed an application pursuant to Section 
17(d) of the Act and Rule 17d-1 thereunder for an order of 
the Commission permitting Applicants to participate jointly 
in a public offering of certain shares of common stock of 
Terra. All interested persons are referred to the application 
on file with the Commission for a statement of the repre- 
sentations contained therein, which are summarized below. 


Terra is engaged in the manufacture and sale of chemicals 
and fertilizers. It has filed with the Commission a re- 
gistration statement under the Securities Act of 1933 
covering its proposed sale to underwriters of 300,000 
shares of its common stock together with 1,500,000 
shares to be sold by various selling shareholders. The 
following table shows the shareholdings in Terra and the 
number of shares each selling shareholder who is an 
Applicant proposes to sell in the public offering: 














tly 


on 





Number of 





Shares Number of 
Owned and Shares to 
Name % of Total be Sold 
Diamond Shamrock 
Corporation 1,280,000 215,371 
(25.6) 
The Colonial Fund, Inc. 256,000 232,960 
(5.1) 
Colonial Growth Shares, 
Inc. 64,000 58,240 
(1.3) 
State Mutual Life Assur- 
ance Company of 
America 160,000 145,600 
(3.2) 


The Insurance Company, through a wholly-owned subsidi- 
ary, owns 89.8% of the outstanding stock of the investment 
adviser of the Funds and is, therefore, an affiliate of both 
Funds under the definition of “affiliated person” in Sec- 
tion 2(a)(3) of the Act. In addition, in view of Colonial’s 
stock ownership in Terra, Colonial and Terra are affiliated 
persons; Diamond Terra are also affiliated; thus, Diamond 
is an affiliated person of an affiliated person of Colonial. 


Rule 17d-1, adopted under Section 17(d) of the Act, pro- 
vides, in pertinent part, that no affiliated person of any 
registered investment company or any affiliated person of 
such a person, acting as principal, shall participate in, or 
effect any transaction in connection with, any joint enter- 
prise or other joint arrangement in which such registered 
company is a participant unless an application regarding 
such joint enterprise or arrangement has been filed with 
the Commission and has been granted by order, and that 

in passing upon such application the Commission will con- 
sider whether the participation of the registered company 
in the joint enterprise or arrangement on the basis pro- 
posed is consistent with the provisions, policies and purposes 
of the Act and the extent to which such participation is on 
a basis different from or less advantageous than that of 
other participants. 


The public offering price of the Terra shares will be de- 
termined by negotiation among Terra, the selling stock- 
holders and the underwriters. Terra has informed the Ap- 
plicants that an over-allotment option has been granted 

to the underwriters. Since the Insurance Company and the 
Funds are selling the maximum number of shares Terra has 
permitted, the over-allotment option may allow them to 
sell additional shares. In the event the Funds and the 
Insurance Company are able ta sell additional shares. In 
the event the Funds and the Insurance Company are able 
to sell additional shares in this manner, they will be sold 
pro rata, based on the number of shares each sold initially 
in the offering. The Funds will bear only their pro rata 
share of the selling expenses, based upon the number of 
shares to be sold by them. 


Applicants assert that the participation of Colonial and 
Colonial Growth in the proposed transaction is (1) consis- 
tent with the provisions, policies and purposes of the Act 
and (2) is not on a basis less advantageous than or differ- 
ent from that of other participants. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 27, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter, accompanied by a statement as to the nature 
of his interest, the reason for such request and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order 

a hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon Applicants at the addresses stated above. 
Proof of such service (by affidavit or in case of an attor- 
ney-at-law by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the matter will be issued as of course following 
said date unless the Commission thereafter orders a hear- 
ing upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether a 
hearing is ordered, will receive notice of further develop- 
ments in this matter, including the date of the hearing 

(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8378/June 6, 1974 


In the Matter of 


TEMPORARY INVESTMENT FUND, INC. 
1730 Pennsylvania Avenue 

Washington, D. C. 20006 

(812-3391) 


ORDER PURSUANT TO SECTION 6(c) EXEMPTING 
COMPANY FROM PROVISIONS OF RULE 19b-1 


Temporary Investment Fund, Inc. (““Applicant’’), an open- 
end diversified management investment company regis- 
tered under the Investment Company Act of 1940 (“Act”), 
has filed an application pursuant to Section 6(c) of the 

Act for an order of exemption from Rule 19b-1 under 

the Act. 


On May 8, 1974, a notice was issued of the filing of said 
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application (Investment Company Act Release No. 8344), 
giving interested persons an opportunity to request a hear- 
ing and stating that an order disposing of the application 
might be issued upon the basis of the information stated 
therein unless a hearing should be ordered. No request for 
a hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that the re- 
quested exemption is appropriate in the public interest and 
consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the 
Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the exemption from Rule 19b-1 as requested in the 
application is hereby granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8379/June 7, 1974 


In the Matter of 


LEISURE FUND, INCORPORATED 
84 State Street 

Boston, Massachusetts 02109 
(811-2176) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 8(f) OF THE ACT DECLAR- 
ING THAT COMPANY HAS CEASED TO BE AN IN- 
VESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Leisure Fund, Incor- 
porated (‘‘Applicant’’), registered as a closed-end, non- 
diversified management investment company under the 
Investment Company Act of 1940 (““Act”’), has filed an 
application pursuant to Section 8(f) of the Act for an order 
of the Commission declaring that Applicant has ceased to 
be an investment company as defined in the Act. All in- 
terested persons are referred to the application on file with 
the Commission for a statement of the representations set 
forth therein, which are summarized below. 


Applicant was organized as a corporation under the laws 
of the Commonwealth of Massachusetts on April 9, 1970, 
and registered under the Act on March 11, 1971, by filing 
a Notification of Registration on Form N-8A. Applicant 
has never filed a Registration Statement on Form N-8B-1 
nor any Registration Statement under the Securities Act 
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of 1933. 


Applicant represents that its Board of Directors determined 
not to proceed with a proposed public offering of Appli- 
cant’s securities because of unfavorable conditions of the 
securities markets. Applicant has no shareholders or 
assets, is not making any public offering of its securities 
and does not propose to make any public offering. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a re- 
gistered investment company has ceased to be an investment 
company, it shall so declare by order, and upon the effec- 
tiveness of such order the registration of such company 
shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 3, 1974, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon the Applicant at the address 
stated above. Proof of such service (by affidavit, or in 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application herein will be 
issued as of course following July 3, 1974 unless the Com- 
mission thereafter orders a hearing upon request or upon 
the Commmission’s own motion. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8380/June 6, 1974 


In the Matter of 


OIF FUND 

3, rue Maurice 

1204 Geneva, Switzerland 
(811-1686) 











aecZehanw em Se OA mem CUS CUS COU 


—_——" oO =— Oo - 



















NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR ORDER DECLAR- 

ING THAT COMPANY HAS CEASED TO BE AN INVEST- 
MENT COMPANY 


NOTICE IS HEREBY GIVEN that OIF Fund (the “Appli- 
cant’’), registered as a diversified, open-end management 
investment company under the Investment Company Act 
of 1940 (the “Act’’), has filed an application pursuant to 
Section 8(f) of the Act for an order of the Commission 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations set forth therein, 
which are summarized below. 


Applicant’s shares were offered only to individual investors 
who were not citizens or resident aliens of the United States 
and to domestic and foreign institutional investors who 

were not subject to United States Federal income taxa- 

tion. No public offering of Applicant's securities is pre- 
sently being made nor is any such offering presently pro- 
posed. There have been no sales of Applicant's shares since 
May 1971. 


As of February 21, 1974, there were approximately 5500 
shares of Applicant’s common stock outstanding which 
stock was held by 43 persons, and Applicant's sole remain- 
ing asset was cash in the amount of approximately $21,200. 
There are no plans to liquidate Applicant at the present 
time. 


Applicant has consented to inform each of its shareholders, 
by means of a letter mailed immediately subsequent to the 
issuance of this notice, of its application for an order 
granting deregistration of Applicant under the Act and of 
the legal consequences of such deregistration. A copy of 
the notice of the application will be enclosed with each 
such letter. 


Section 3(c)(1) of the Act excepts from the definition of 
“investment company” any issuer whose outstanding 
securities are beneficially owned by not more than 100 
persons and which is not making and does not propose to 
make a public offering of its securities. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon the 
effectiveness of such order the registration of such com- 
pany shall cease to be in effect. 


NOTICE IS FURTHER GIVEN, that any interested per- 
son may, not later than July 8, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 

the matter accompanied by a statement as to the nature 

of his interest, the reason for such request, and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 


served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the application will be issued as of course following 

July 8, 1974, unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing or advice as to 
whether a hearing is ordered, will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8381/June 7, 1974 


In the Matter of 

AMERICAN LEADERS FUND, INC. 
PRESIDENTIAL EXCHANGE FUND, INC., 
SECOND PRESIDENTIAL EXCHANGE FUND, INC., 


and 


FIFTH PRESIDENTIAL EXCHANGE FUND, INC. 
421 Seventh Avenue 

Pittsburgh, Pennsylvania 15219 

(812-3616) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING TRANSACTIONS FROM SECTION 17(a) 
OF THE ACT 


NOTICE IS HEREBY GIVEN that American Leaders Fund, 
Inc. (“American Leaders”), Presidential Exchange Fund, 
Inc. (‘Presidential’), Second Presidential Exchange Fund, 
Inc. (“Second Presidential’), and Fifth Presidential Ex- 
change Fund, Inc. (“Fifth Presidential’’) (collectively 
“Applicants”), open-end diversified management invest- 
ment companies registered under the Investment Company 
Act of 1940 (’’Act’’), have filed an application pursuant 

to Section 17(b) of the Act for an order exempting from 
the provisions of Section 17(a) of the Act the proposed 
transactions pursuant to which Presidential, Second 
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Presidential and Fifth Presidential will be merged with Amer- 


ican Leaders as more fully described below. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations con- 
tained therein, which are summarized below. 


Applicants are incorporated under the laws of the State of 
Maryland and the governing instruments of the Applicants 
are substantially similar. In addition, Applicants operate 
under investment advisory contracts containing substantial- 
ly similar terms and conditions. The same individuals who 
serve as directors for American Leaders also serve as di- 
rectors for Presidential, Second Presidential and Fifth Presi- 
dential. American Leaders Research Corp., P.E.F. Re- 
search Corp., S.P.F. Research Corp. and F.P.F. Research 
Corp., wholly owned subsidiaries of Federated Investors, 
Inc., act as investment advisers to American Leaders, Presi- 
dential, Second Presidential and Fifth Presidential respec- 
tively, and Federated Research Corp., another wholly 
owned subsidiary of Federated Investors, Inc., acts as sub- 
investment adviser to the Applicants. Accordingly, each 

of the Applicants may be deemed to be under common 
control and, therefore, each of the Applicants may be 
deemed to be an affiliated person of the others within the 
meaning of Section 2(a)(3) of the Act. 


Applicants have entered into a Plan and Agreement of Mer- 
ger (‘Agreement of Merger”) which provides for the mer- 
ger, pursuant to Maryland law, of Presidential, Second 
Presidential and Fifth Presidential into American Leaders. 
Each of the Applicants will obtain either a ruling from 

the Internal Revenue Service or opinions from their respec- 
tive tax counsel that: the merger will constitute a tax-free 
reorganization; no gain or loss will be recognized by the 
Applicants or their shareholders as a result of the merger; 
and the assets of Presidential, Second Presidential and Fifth 
Presidential respectively will have the same tax basis in 

the hands of American Leaders as they had in the hands 

of Presidential, Second Presidential and Fifth Presidential 
respectively. Approval of the Agreement of Merger re- 
quires the affirmative vote of the holders of a majority of 
the outstanding shares of each of the Applicants. If the 
Agreement of Merger is approved, it is anticipated that the 
merger will take place on or about July 1, 1974. 


On the effective date of the merger, the outstanding shares 
of common stock of Presidential, Second Presidential and 
Fifth Presidential owned by each shareholder of said three 
Funds will be converted into that number of full shares 
(and fractional interests in a full share) of American Lead- 
ers as shall have an aggregate net asset value, as of the last 
day on which the New York Stock Exchange is open for 
unrestricted trading prior to the effective date of the mer- 
ger, equal to each Presidential, Second Presidential and 
Fifth Presidential shareholder’s pro rata interest in the 
value of the net assets of Presidential, Second Presidential 
and Fifth Presidential. Prior to the effective date of the 
merger, each Applicant will declare a divident to its respec- 
tive shareholders consisting of substantially all of its undis- 
tributed net taxable investment income and net short-term 
capital gains. With respect to long-term capital gains 
realized by Presidential and Fifth Presidential from April 
1, 1973 (the beginning of their fiscal years) up to the effec- 
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tive date of the merger and by Second Presidential from 
December 1, 1973 (the beginning of its fiscal year) up to 
the effective date of the merger, Presidential, Second 
Presidential and Fifth Presidential will accrue the Federal 
tax payable thereon as a liability to be paid by American 
Leaders as the surviving corporation, and in determining 
the number of shares of American Leaders to be issued 

in the transaction, a reduction in an amount equal to such 
tax will be made on the net asset values of Presidential, 
Second Presidential and Fifth Presidential. Shortly before 
the effective date, American Leaders will distribute to its 
shareholders a long-term capital gains distribution, if 
available, substantially equal to the net long-term capital 
gains realized but not previously distributed since March 1, 
1974 (the beginning of its fiscal year). 


No adjustment in the net asset values of the Applicants 
will be made to compensate for any potential Federal in- 
come tax impact on the shareholders of the Applicants 
which may result from the differences among the Appli- 
cants in the percentage of each Applicant’s net unrealized 
capital appreciation to its net asset value and in the amount 
of each Applicant's realized tax loss carry forward. Appli- 
cants assert that such potential tax consequences to share- 
holders cannot practically be determined and that there is, 
therefore, no way in which such potential consequences 
can be offset in an equitable manner. Applicants con- 
tend, moreover, that, in any case, such tax consequences 
will be minor with regard to the proposed transaction. 


If the proposed merger had taken place on May 15, 1974, 
when American Leaders had 134,954 shares outstanding 
and net assets of $1,067,184, and Presidential had 231,715 
shares outstanding and net assets of $7,188,726, and Sec- 
ond Presidential had 260,003 shares outstanding and net 
assets of $7,761,872, and Fifth Presidential had 332,664 
shares outstanding and net assets of $9,517,062, share- 
holders of Presidential, Second Presidential and Fifth 
Presidential would have received per share approximately 
3.92, 3.77 and 3.62 shares of American Leaders, respec- 
tively. 


Section 17(a) of the Act, in pertinent part, prohibits an 
affiliated person of a registered investment company or 
an affiliated person of such a person, from knowingly 
selling to, or purchasing from, such investment company 
any security or property. Section 17(b0 of the Act, pro- 
vides that the Commission may exempt a proposed tran- 
saction from Section 17(a) of the Act if the evidence estab 
lishes that (1) the terms of the proposed transaction are 
fair and reasonable and do not involve overreaching on the 
part of any person concerned; (2) the proposed transaction 
is consistent with the policy of each registered investment 
company concerned; and (3) the proposed transaction is 
consistent with the general purposes of the Act. 


Applicants represent that the transaction is fair and reason- 
able and does not involve overreaching by any party con- 
cerned, in that the merger will be accomplished on the 
basis of the net asset value of American Leaders, Presiden- 
tial, Second Presidential and Fifth Presidential determined 
at the same point in time. Applicants assert that the 
shareholders of each Applicant will benefit by the elimina 
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tion of certain presently duplicated expenses such as legal, 
proxy and advisory expenses. In addition, greater invest- 
ment flexibility both with respect to normal portfolio tran- 
sactions and redemption procedures is expected. 


Applicants state that the investment objectives of each Ap- 
plicant are substantially identical and may be generally char- 
acterized as long term growth of capital and income. In 
addition, Applicants state that the proposed merger is con- 
sistent with the general policies of the Act. 


The aggregate expenses of the Applicants in connection with 
the proposed merger, including legal, accounting, transfer 
agent and other miscellaneous expenses, are estimated at 
$25,000. All such expenses will be allocated to each Appli- 
cant in proportion to its respective net asset value. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 3, 1974, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order 
ahearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 

shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon Applicants as the address stated above. 
Proof of such service (by affidavit or in the case of an 
attorney-at-law, by certificate) shall be filed contemporane- 
ously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date, unless the Commission thereafter 


orders a hearing upon request or upon the Commission’s own 


motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 417/June 6, 1974 


Admin. Proc. File No. 3-4126 





In the Matter of 


SOL JAY RIFKIN 

d/b/a THE CSP ADVISOR 
63-42 110th Street 

Forest Hills, New York 
(801-8639) 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings under the Investment Advisers Act, 
Sol Jay Rifkin, doing business as The CSP Advisor, a 
registered investment adviser, has submitted an offer of 
settlement. Solely for the purpose of settlement, and with- 
out admitting or denying the allegations of the order for 
proceedings, Rifkin consents to findings of willful viola- 
tions as alleged in that order and to the imposition of 
specified sanctions. Upon the recommendation of its staff, 
the Commission determined to accept the offer. 


On the basis of the order for proceedings and the offer, it 
is found that during the period from about March 1969 to 
November 1972, Rifkin willfully violated Sections 206(1), 
206(2) and 206(4) of the Advisers Act and Rule 206(4)-1 
thereunder in connection with the publication, dissemina- 
tion and circulation of advertisements for his investment 
advisory service. Rifkin placed advertisements in news- 
papers and periodicals which were designed to induce pro- 
spective clients to subscribe to his service by (i) promising 
imminent and substantial profits, (ii) using deceptive and 
misleading phrasing and format, (iii) referring to past 
specific recommendations, which would have been profit- 
able to any person, and which contained false statements 
about those recommendations, (iv) representing that the 
service would assist ‘its subscribers in deciding which secur- 
ities to buy or sell and when, without prominently display- 
ing appropriate cautionary language, and (v) representing 
that certain services would be provided without charge 
when, in fact, subscription to his advisory service was a 
prerequisite. The advertisements did not exhibit restraint 
and balance or adequately warn of the complexities or 
risks involved in the making of investment decisions. 


The offer of settlement provides that Rifkin’s registration 
as an investment adviser may be suspended for 60 days, 
with the proviso that existing subscribers may be serviced 
without charge. In addition, Rifkin may be suspended for 
a period of 60 days from being associated with any in- 
vestment adviser, except that he may be so associated for 
the purpose of providing service to existing subscribers 
without charge, and for a period of four months there- 
after, all advertising may be prohibited. 


In view of the foregoing, it is in the public interest to impose 
the specified sanctions. 


Accordingly, IT IS ORDERED, effective forthwith, that 
the registration as an investment adviser of Sol Jay Rifkin, 
d/b/a The CSP Advisor, be, and it hereby is, suspended 
for 60 days, with the proviso that services to existing sub- 
scribers may be provided without charge; and that Sol Jay 
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Rifkin be, and he hereby is, suspended for 60 days from be- 
ing associated with any investment adviser, except that he 
may be so associated to provide service to existing subscrib- 
ers without charge; and it is further ORDERED that for four 
months after the expiration of the above suspension, Rifkin 
be, and he hereby is, prohibited from advertising. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 6381/June 3, 1974 


SEC v. STANDARD DREDGING CORPORATION 
(U.S.D.C.--D.C. Civil Action No. 74-741) 


William R. Schief, Administrator of the Washington Re- 
gional Office of the Securities and Exchange Commission, 
today announced that on May 16, 1974, the Commission 
filed a complaint for a Permanent Injunction against 
Standard Dredging Corporation (“Standard”), seeking an 
order requiring Standard to file forthwith with the Com- 
mission and with the American and Midwest Stock Ex- 
changes its annual report on Form 10K for its fiscal year 
ended December 31, 1973, and permanently enjoining 
Standard from violating section 13(a) of the Securities Ex- 
change Act of 1934 and the rules and regulations thereunder 
by failing to file with the Commission timely and proper re- 
ports required to be filed thereunder. Standard is a New 
Jersey Corporation with principal offices in Baltimore, 
Maryland, and its principal operations in New Orleans. 
Standard’s principal business is dredging. 


In addition to its failure to file its annual report on Form 
10K for the period ended December 31, 1973, the complaint 
alleges that Standard untimely filed its 10K reports for 
1970, 1971, and 1972; certain of its quarterly reports on 
Form 100 during the period 1971 through 1973; and cer- 
tain of its current reports on Form 8K during the period 
1970 to 1974. Standard’s common and preferred stock 

are listed on the American and Midwest Stock Exchanges. 
The Commission previously temporarily suspended ex- 
change and over-the-counter trading in all securities of 
Standard for the ten-day period ending at midnight May 23, 
1974, and the American Stock Exchange previously halted 
trading in the securities of Standard on April 18, 1974. 


For further information see Securities Exchange Act of 
1934 Release No. 10800. 





Litigation Release No. 6382/June 3, 1974 


SEC v. GEM STATE SILVER-GOLD, INC., Dorothy 
Pearl Brainard, et al. 
(D. Idaho, Civil Action No. 2-74-32) 
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Jack H. Bookey, Administrator of the Seattle Regional 
Office of the Securities and Exchange Commission announ- 
ced that on May 28, 1974, the Commission filed a com- 
plaint in the United States District Court for the District of 
Idaho, against Gem State Silver-Gold, Inc. (“Gem State”), 
Caledonia Silver-Lead Mining Company, Judith Gold Cor- 
poration, Lookout Mountain Mining & Milling Company, 
Nancy Lee Mines, Inc., New Era Mines, Inc., Signal Silver- 
Gold, Inc., Silver Bowl, Inc., United Mines, Inc., and Utah- 
Idaho Consolidated Uranium, Inc., Dorothy Pearl Brain- 
ard, Wendell Robert Brainard, and Carol Ann Goldsmith, 
all of Kellogg, Idaho, and Clayton E. Henley of Hayden 
Lake, Idaho, seeking an injunction from further violations 
of the registration and anti-fraud provisions of the federal 
securities laws in connection with the offer and sale of the 
common stock of the corporate defendants (other than 
Gem State) or any other security. 


' 


The complaint alleges that Gem State was the stock trans- 
fer agent and registrar for the nine corporate defendants 
which are all non-productive mining companies whose 
shares until recently have been regularly quoted and traded 
in the Spokane, Washington over-the-counter market. On 
May 7, 1974, the Commission suspended such trading for 
a ten-day period due to the lack of current, adequate, and 
accurate public information concerning the operations 
and financial condition of each of the companies. The in- 
dividual defendants are officers, directors and/or employees 
of the corporate defendants. 


The complaint also alleges that stock certificates of the 
nine mining companies amounting to in excess of 7,000,- 
000 shares and having an estimated market value of 
$900,000, were issued and sold by the defendants without 
benefit of registration and that the proceeds therefrom 
were diverted for the personal use and benefit of the indi- 
vidual defendants and others. The complaint further al- 
leges that the defendants failed to maintain accurate and 
current records of such transactions thereby causing the 
issuance of stock in excess of the shares authorized for 
some of the companies, and the dissemination of false and 
misleading financial information to members of the invest- 
ing public. 





Litigation Release No. 6383/June 4, 1974 
SEC v. FINANCIAL FUND, INC. (W.D. Wash.) 


Jack H. Bookey, Administrator of the Seattle Regional Of- 
fice of the Securities and Exchange Commission today an- 
nounced that on the Commission’s complaint and motion 
for a temporary injunction and appointment of a receiver 
Honorable Walter T. McGovern, District Judge for the West- 
ern District of Washington, at Seattle, entered an order on 
May 24, 1974, appointing as receiver for Financial Fund, Inc., | 
Lloyd Shorett of Seattle, Washington. The receiver will take | 
control of defendant, manage and preserve its assets and ren- 
der an accounting of the assets to the court. The defendant 
did not contest the Commission’s motion for such relief. 


No hearing has been held on the Commission’s motion for a 
temporary injunction. 
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Litigation Release No. 6384/June 4, 1974 


U.S. v. KENNETH R. LAVIN. 
(Dist. Ariz. Criminal Action No. CR 74-168) 


William C. Smitherman, United States Attorney for the Dis- 
trict of Arizona, and John |. Mayer, Administrator of the 
Chicago Regional Office of the Securities and Exchange 
Commission announced today that on April 26, 1974, Ken- 
neth R. Lavin entered a plea of guilty to a criminal informa- 
tion charging violations of Section 10(b) and Rule 10b-5 of 
the Securities Exchange Act of 1934 in connection with 

the sale of securities of Lake Havasu Estates, an Arizona 
corporation of Phoenix, Arizona, which is now in bankrupt- 
cy. 


On May 20, 1974, Lavin, who was executive vice president 
and later president of Lake Havasu Estates, was sentenced 
to two years imprisonment and fined $5,000. 


Lake Havasu Estates, an Arizona Corporation, is not to be 
confused with other organizations with somewhat similar 
names. 


For further details see Litigation Release Nos. 5187, 5289, 
and 5510. 





Litigation Release No. 6385/June 4, 1974 
UNITED STATES v. EDMOND H. RANDLE, JR. 


William R. Schief, Administrator of the Washington Re- 
gional Office, and Jule B. Greene, Administrator of the At- 
lanta Regional Office, of the Securities and Exchange Com- 
mission, announced that on May 17, 1974, Judge Albert V. 
Bryan, Jr., of the United States District Court for the East- 
ern District of Virginia, at Alexandria, sentenced Edmond 
H. Randle, Jr., of Birmingham, Alabama, to a term of two 
years imprisonment, thirty days of which is to be served in 
confinement, on his plea of nolo contendere to one count 
of a twenty-two count indictment charging him with secur- 
ities fraud, mail fraud and conspiracy to violate these laws. 


The indictment, which was returned on March 15, 1974, 
charged Randle with fraudulent offers and sales of promis- 
sory notes of Continental Marketing Associates, Inc., a now 
defunct Birmingham corporation. Upon acceptance of 


Randle’s plea and entry of a judgment of conviction thereon, 


the Court, on motion of the Government, dismissed the re- 
maining counts of the indictment. 





Litigation Release No. 6386/June 4, 1974 


SEC v. PHILLIP A. MICHAEL SECURITIES, INC.., et al. 
(S.D.N.Y.) 


William D. Moran, Regional Administrator of the New York 
Regional Office of the Securities and Exchange Commission, 
announced today that on May 17, 1974 the Commission 


filed a Complaint in the U.S. District Court in New York City 


charging Phillip A. Michael Securities, Inc., a broker-dealer 
located at 122 East 42nd Street, New York, New York, with 
violating, and Michael A. Schaffer, of New Rochelle, New 


its secretary, with aiding and abetting violations of, (1) the 
Commission’s net capital, bookkeeping, supplemental report- 
ing and registration requirements under Sections 15(b), 15(c) 
and 17(a) of the Securities Exchange Act of 1934, and Rules 
15b3-1, 15c3-1, 17a-3, 17a-4 and 17a-11 thereunder, and (2) 
Section 7(c) of the Securities Exchange Act of 1934, and the 
margin requirements of Regulation T promulgated by the 
Board of Governors of the Federal Reserve System under 
section 7(a) of the Securities Exchange Act of 1934. In its 
Complaint, the Commission requested (1) preliminary and 
permanent injunctions enjoining the defendants from further 
violations of these provisions, and (2) the appointment of a 
temporary receiver. A hearing on the Commission’s requests 


was held on May 21, and May 22, 1974. The Court reserved 
decision. 


The National Association of Securities Dealers, Inc. of New 
York City assisted the Commission in its investigationilead- 
ing to the filing of its Complaint. 





Litigation Release No. 6387/June 4, 1974 


SEC v. TIMOTHY J. PETERSEN, et al. (DISTRICT OF 
MINNESOTA, FOURTH DIVISION CIVIL NO. 4-74-266) 


John |. Mayer, Administrator of the Chicago Regional Office 
of the Securities and Exchange Commission, announced that 
on May 30, 1974, a Complaint was filed in U.S. District Court 
for the District of Minnesota, Fourth Division, seeking to en- 
join Timothy J. Petersen, Edward P. Roitenberg, and Richard 
M. Meshbesher, all of Minnesota, from violations of the regis- 
tration provisions of the Federal securities laws. The Complaint 
also seeks to enjoin Timothy J. Petersen from violations of 

the anti-fraud provisions of the Federal securities laws. 


The Commission alleged in its Complaint that Petersen, Roiten- 
berg and Meshbesher have been offering for sale and selling 
securities, namely, the common stock of A.1.D. Inc. of Color- 
ado. The Complaint further alleged that in the offer and sale 

of said securities, Petersen made untrue statements of material 
facts and omitted to state material facts concerning among 
other things the financial condition of the issuer, the market 
for A.1.D. Inc. of Colorado common stock, the financial condi- 
tion of Petersen, and the nature of the issuer’s business. 





Litigation Release No. 6388/June 7, 1974 


SEC v. SPENCE & GREEN CHEMICAL COMPANY, et al. 
(S.D. Tex.) 


Robert F. Watson, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission, today an- 
nounced that on May 24, 1974, United States District Judge 
Carl O. Bue, Jr., Houston, Texas, entered an order appointing 
Theordore W. Pinson, Houston, Texas, as Temporary Receiver 
for Spence & Green Chemical Company, Crosby, Texas, defen- 
dant in a civil injunctive action filed by the Commission. 


Judge Bue appointed the Temporary Receiver on the Applica- 
tion of the Commission as part of the ancillary relief requested 
in its complaint filed July 16, 1973, charging violations of the 
federal securities laws by Spence & Green Chemical Company 
and Andrew Spence, Sr., in the offer and sale of securities of 
Spence & Green. 


For further information see Litigation Release Nos. 5989 
and 6057. 


York, its president, and Paul |. Ferber, of Yonkers, New York, 
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